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OUR MISSION

That men and women may werk in safety and that they and their families and their communities may live

in health throughout the world, our mission is to be the leading innovator and provider of quality products,

related technologies and services that protect people’s health, safety and the envircnment.

ABoOUT THIS ANNUAL REPORT

SAFETY is ALWAYS the number one priority at MSA. For 89 years MSA has

been a constant force in the safety equipment industry. When safety is the required

element, MSA is always there to provide it. MSA is committed to being the leading
innovator and provider of quality safety products, instruments and services that protect
health, safety and the environment. This year’s annual report focuses on MSA’s track

record in fulfilling that commitment to safety with products and services that people

have grown to trust. From creating a practical solution to the problem of escaping
from chemical or biological agents to devoting the resources needed to exceed safety

equipment industry standards, when it comes to safety, MSA is always there.

ABOUT THE COVER

Pictured from top left: Advantage® 1000 CBA-RCA Gas Mask,
Orion® G Multigas and Leak Detector, Gallet F1 Fire Helmet
Pictured at right: Nightfighter™ Heads-Up Display (HUD)
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THE BUSINESS OF MSA

MSA is in the business of developing, manufacturing and selling innovative
products to enhance the safety and health of workers throughout the world.
Critical to MSA’s mission is a clear understanding of customer processes and
safety needs. MSA dedicates significant resources to research which allows it
to develop an understanding of the safety equipment and instrumentation
requirements in a diverse range of industries such as the fire service, home-
land security, construction, public utilities, mining, chemical, petroleum,
transportation, the military and hazardous materials remediation. MSA’s
reach has expanded into the home in an effort to better understand and
protect the “do-it-yourself” consumer.

MSA’s principal products, each designed to serve the needs of target markets,
include respiratory protective equipment, thermal imaging cameras, portable
and permanent gas detection instruments, as well as head, eye, face, hearing
and fall protection.

MSA was founded in 1914 by John T. Ryan and George H. Deike, two min-
ing engineers who had firsthand knowledge of the terrible human loss that
was occurring in underground coal mines. Their knowledge of the mining
industry provided the foundation for the development of safety equipment to
better protect underground miners. While the range of industries served by
MSA has expanded greatly over the years, the founding philosophy of under-
standing customer safety needs and designing innovative safety equipment
solutions remains unchanged.

MSA is headquartered in Pittsburgh, Pennsylvania, with operations employ-
ing 4,400 associates throughout the world. A publicly held company, MSA’s
stock is traded on the American Stock Exchange under the symbol MSA.
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(O North America

O Europe

QO Asia & Pacific Rim
O South America/Africa

O Instruments
O Air-Supplied Respirators
O Air-Purifying Respirators

QO Head Protection
(Helmet, Eye, Face & Hearing)

O Other

V-Gard® Advance™ Helmet

Millennium® Chemical-
Biological Gas Mask

Pulsar®+ Single-Gas Detector Response™ Escape Hood

Nightfighter™ Heads-Up Display
HUD} TechnaCurv™ Full Body Harness

[FINANCIAL HIGHLIGHTS

For the Year

{Theusands, except per share) 2002 2N 200D
Net sales $564,426 $509,736  $468,307
Net income from continuing operations 31,213 25,851 18,888
Net income from discontinued operations 3,864 5,780 4,351
Net income 35,077 31,631 23,239
Basic earnings per common share:
Continuing operations 2.56 217 1.54
Discontinued operations 32 48 .35
Net income 2.88 2.65 1.89
At Year End (Thousands)
Total assets $579,7656 $520,698 $489,683
Working capital 138,182 135,186 114,175
Common shareholders’ equity 288,008 252,451 225,382
Common Steck (Thousands)
Shares outstanding 12,207 12,101 11,828
Market capitalization $393,677 $485,844 $297,169

Sales Net Income
(in millions} (in millions)
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I have often said that business life is a marathon, not a
sprint, and in this sense I feel that MSA is hitting its stride
and continuing to move forward at a consistent pace to
make further progress. In 2001, the company accomplished
its late-1999 three-year earnings improvement plan in two
years, and in 2002, we were able to maintain that forward
momentum and, once again, achieve our annual goals for
sales and earnings.

As you well know, the year just completed had consider-
able economic adversity worldwide and setbacks in individ-
ual areas, but the focus on our core business, a strategic
acquisition and the initiatives for improvement that our MSA
team has put forth over recent years paid off in additional
progress. We have particularly concentrated for some time
on global new product development, on broad customer
reach, on deepening relationships with key distributors and
end users, and on enhanced productivity, particularly in our
manufacturing operations. The results of these initiatives
have kept up MSA’s momentum in adverse circumstances.

Anticipating and Responding to Market Needs:

The Fire Service and Self-Contained Breathing
Apparatus have been priorities to MSA well before 1
worked on a project in this area early in my career over 30
years ago. In 2002, the completion of a two-year product
development effort to meet the challenging standards of the
2002 edition promulgated by the U.S. National Fire
Protection Association (NFPA) enabled MSA breathing

apparatus to be the first one to meet this standard. We were
the only company to produce apparatus to the new standard
in large volume in the fourth quarter of 2002. This part of
our business was a major contributor to our recent success.
Homeland security became a market of interest for the
company several years ago. MSA developed the
Millennium and Advantage 1000 gas masks and the
Response Hood escape mask before the recent crises.
Strong levels of shipments of these products from our man-
ufacturing plants also contributed to our success in 2002.

[dentifying Strategic Acquisition Cppertunities:

The company has continued to focus on opportunities to
add leading lines of protective equipment to MSA. In April
2002, we brought into our family of products CGF Gallet,
the leading European producer of fire helmets, as well as
helmets for police and military uses. Adding this to our
North American Cairns fire helmets line, which was
acquired in 2001, has made MSA the leading global pro-
ducer of protective helmets for firefighters. MSA Gallet
made a strong contribution to our performance in 2002.
We look forward to future progress of this entity as we
carry on the legacy of Mr. Adrian Galet, who developed
this business for many years until his untimely passing in
late 2001.

Strengthening Sales and Distribution Networks:

Over recent years, MSA has developed close relation-
ships with selected leading distributor partners to optimize
our reach and quality of contacts with all potential end user
customers. These relationships have grown, and this has
helped our sales results in a recessionary manufacturing
environment.

MSA E-Partners is the leading E-Commerce site in our
industry. It provides a robust electronic catalog which is
a polyglot, now speaking ten languages. E-Partners is also
a deep source of MSA information and services for our
end-users and distribution partners.

Global reach has always been a key MSA objective.
QOur International Growth Initiative was developed to reach
the above-average market growth opportunities in countries
outside of North America and Western Europe. A major
element of this initiative is to enhance the capabilities of
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John T. Ryan Il met with Safety Products Division Operations
Management to recognize the fine performance of their team, including
meeting the challenging demands of the homeland security market.

our regional centers. MSA Africa, MSA Australia and MSA
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Brazil have used this opportunity to significantly improve
their contributions to the company. I also want to particu-
larly commend the people of MSA Argentina for finding a
way to succeed in an exceptionally difficult economy.

Achieving Manufacturing Excellence:

For some time, MSA’s North American Safety Products
Operations team, along with their associates elsewhere in
the company, has focused on major initiatives to improve
quality and productivity. Particular efforts were placed on
Total Quality Management, Six Sigma, Lean Manufacturing
and Supply Chain Management. With the diligent effort of
all our associates and the use of these and other tools, MSA
Safety Products Operations, in a year of economic uncer-
tainty and disruption, was able to surpass performance tar-
gets and achieve their best year ever. I am pleased to have
the Safety Products Operations team join me in this year’s
picture.

This past year has been a time of Hail and Farewell for
a number of my associates in MSA Management. I would
like to express my appreciation to Tom Hotopp, Don
Cuozzo and George Steggles, who recently retired, for
their extensive contributions to MSA during times of
great economic challenge. I welcome Bill Lambert, Rob
Cafiizares, Doug McClaine, Ron Herring, Mathieu Tijskens
and a number of other senior managers to their new
positions of responsibility and to new opportunities to
contribute to the company, our customers and our people.
We at MSA also are pleased to have new directors, Jim
Cederna and John Unkovic, on our team.

The new year of 2003 presents new challenges. The
global business situation at this time is much less advanced
and more uncertain than had been anticipated. The state of
the economies of Continental Europe with their embedded
political/economic difficulties presents a particular concern.
Going beyond economics, the potential combination of two
unstable dictators, terrorist threats and possible access to
weapons of mass destruction presents the world with
exceptional danger. MSA will be making particular invest-
ments in preparing and testing, at considerable cost, breath-
ing apparatus, gas masks and canisters to meet new U.S.
Government standards to withstand chemical and biologi-
cal agents. Some amelioration on economic and security
matters worldwide will be helpful for MSA’s ongoing
progress. We will be continuing on our pace to improve our
business. We will be assisted by the momentum built up by
actions we have taken in the last few years, and we will make
new productive efforts to enhance our capabilities to serve
our customers in 2003 and beyond.

The past year in some ways has been a difficult one for
those of us in our profession of business management with
the exposure of the outright misdeeds of some and the real-
ization of the unfortunate consequences of excess speculation,
insensitive policies towards associates and shareholders, and
imprudent business activities in many instances during the
past era. Hopefully, there is now a general recognition that
such problems have existed, a first step in the process of
recovery to eventually restore the reputation of our profession.

Trust, honor and shared values are essential elements to
successful organizations, economies, and entire societies;
they are not just “nice-to-have” items and in this the “spirit”
of what is done counts more than the “letter” of what is
said and written. Even when laws were not violated, I saw
in recent years too many instances in my profession where,
to paraphrase the words of Barry Goldwater, “Extremism in
the Pursuit of Virtue can become a Vice” This happens
when just one or a few important business virtues were
being intensely pursued while there was a neglect of other
important virtues, such as working towards longer term
objectives and towards less immediately measurable goals,
fairness and sensitivity to the well being of the associates
in an organization and to other company stakeholders, the
maintenance of clear and unquestioned integrity and the
balancing of risk taken by the shareholders.

I think that now many of us in the profession, my associ-
ates at MSA and those in a multitude of other responsible
organizations, can feel a sense of vindication that a more
moderate and sober way of business life is emerging. There
is an increasing recognition that success is a team effort of
all associates, that it is important to focus on the high
potential core elements of your business in order to excel in
them, that an organization should set challenging and cre-
ative goals but ones appropriate to a company’s markets
and capabilities, that goals should be a mixture of short-,
medium- and long-term objectives and that prudent
accounting and financial strategies make sense.

A retiring associate told me about 30 years ago, “The
thing I like most about this company is that in all the years
I’ve worked here, nobody has ever asked me to do any-
thing that I knew was wrong to either help myself or to
help the company.” I am proud that to the best of our
ability MSA has over the years remained true to this well-
expressed principle. It is one of the cornerstones of busi-
ness success. Beyond the basic elements, prosperity is
generated in an organization by the daily pursuit of
improvements in products and services, by the quality of
interaction with customers and distribution partners, by the
productivity of the organization’s efforts and by the capa-
bilities and knowledge of one’s associates. Putting this
package all together has enabled this company to make fine
progress in recent years in spite of adversity in our economic
environment. We at MSA will continue to pursue all these
objectives to keep up a leading pace in this long-distance
race for success.

@,@M/

John T. Ryan ITE
Chairman of the Board
and Chief Executive Officer
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For 89 years, MSA has demonstrated its ongoing commitment to protect people’s health, safety

and the environment through the development of innovative and industry-leading products.

MSA NORTH AMERICA

Seles and Merketing Management megazing
named MSAs Customer Service Center
“Customer Service Team of the Yeer” for fs
&bty to implement and deliver standerds of cus-
tomer service beyend the expectations of clients.
Upheleing geed policies and develeping effestive
stretegles to measurs customer sedstaction
contributed to MSA earming national recogniten.

The Millennium® Chemical-Biolagical
Gas Mask is an air-purifying respirator
used extensively by law enforcement,
fire service, and emergency medical
organizations who serve as first
responders for homeland security.

Due to the increase in concern about
acts of terrorism, VMiSA developed a
product that would provide quick and
easy escape from chemical or biolog-
ical agents. The Response™ Escape
Hood caters to the user’s comfort
needs under stress by providing easy
donning and universal e
use, making it the R
leader in its cate- \ e

gory of respiratory
protection.

The fire service is MSA’s largest market
on a global basis. North American customers
in this market place great emphasis on the
latest NFPA (National Fire Protection
Association) standards, and generally specify
compliance with these standards as a require-
ment for protective equipment purchases.

MSA has a strong track record for being
the first manufacturer to achieve compliance
to new NFPA Self-Contained Breathing
Apparatus (SCBA) standards. Recent exam-
ples of this are two new MSA products, the
Nightfighter Heads-Up Display (HUD) and
the Quick-Fill® Universal Rescue Coupling
(URCQC) System.

The Nightfighter HUD was designed to
provide firefighters with air supply status
information on a wireless electronic face-
piece-mounted display. Its development was
the result of a creative partnership that con-
solidated strengths within MSA’s Safety
Products and Instrument Divisions. The
Instrument Division brought expertise in elec-
tronic design and manufacturing, while Safety
Products brought intimate knowledge of the
fire service market and self contained
breathing apparatus. The result is an
attractive and lifesaving product
that meets the tough new NFPA
standards.

The Nightfighter™ HUD is a wireless system
that displays the air volume in a firefighter's
cylinder through a series of lights that are
easily visible inside the facepiece.

The Quick-Fill URC System includes
MSA’s patented design that revolutionized the
sharing of air with another person in an emer-
gency situation. The innovative system resulted
in MSA being named a 2002 Special
Achievement Award winner by Design News
magazine, a top U.S. design engineering
publication.

In 2002, MSA continued its commitment
to exceed customer expectations with the
Evolution® 5000 Thermal Imaging Camera
(TIC). The market demanded a smaller,
lighter, lower cost yet high performance TIC,
and MSA delivered. The camera is the indus-
try’s first high performance small format TIC
that gives firefighters excellent image quality
previously found only on large format cam-
eras, and it’s the first TIC that firefighters can
conveniently and easily attach to their gear
and carry with them all day.




Homeland Security

MSA has been a leading supplier of salety products since World War 1.
This experience has uniquely positioned MSA as the leader in the
homeland security market. By investing in new praduct development.
increasing presence through indusiriel and consumer products distribu-
ton. and improving market knowledge, MSA is committed (o srength-
ening its global leadership position in the future.

The increased awareness of the for appropriate personal protec-
tive equipment for first responders has resulted in significant growth in
the homeland security market. MSA recognizes this as & global market.
and s experiencing homeland securlly sales growth in countries
throughout the world.

To help educate the public about homeland securily products, MSA
maintains information about the latest recommendations and
practices on its website at www.MSAnet.com.
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In 2002, MSA demonstrated its commitment to the fire
service market with the introduction of MSAFire.com,
an interactive website that provides firefighters and
emergency responders with information on the latest
product innovations and critical infermation on product
and regulatory requirements. A unigue aspect of the
website is its depiction of MSA products in real-life fire
fighting action scenes that reflect the excitement and
heroism that the fire service represents.

Trial by Fire
Captain Robert Tillman

Captain Robert Tillman of the Grand Prairie Texas Fire Department was on his
way home when a call came in regarding a fire at an aircraft wing remanufactur-
ing facility. Weeks earlier, an MSA Evolution® 4000 Thermal Imaging Camera
{TIC) had been loaned to the Grand Prairie Texas Fire Department by MSA dis-
tributor Casco Industries. That TIC happened to be in Tillman’s car when the call
came in.

When he arrived on the scene, the attack crew had located the fire but was
unable to find the source of it. Their stream of water wasn’t having much
impact, and the situation was taking a turn for the worse — the steel deck roof
above the fire collapsed. The crew was ordered to back out of the building.

Tiltman grabbed his TIC and quickly located the source of the fire. He saw
something no human eye could see. “With the Evolution 4000 TIC, clear as day,
| could see that the roof above our position was intact.” Tillman continued, “The
Evolution 4000 TIC enabled our attack crews to remain in the building, in the
offensive mode, resulting in a knockdown of the fire. Good thing, because the
room of origin contained large vats holding thousands of gallons of hydrochleric
and nitric acids. Knocking the fire down prevented the acids from being
released.”

Afterwards, Tillman remembers, “We came out feeling really pumped. A seri-
ous Hazmat situation was averted, along with substantial structural damage to
the room of origin. The confidence level you gain when using the Evolution 4000
TIC is unbelievable, especially in a zero visibility atmosphere. it worked great!”
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The Ultima® X Series is MSA’'s next

generation of gas detection instru-

ments intended for a broad worldwide

market and is expected to secure MSA
" a spot in new markets.

This year, MSA faunched the Orion® G
Multigas and Leak Detector, which
offers customers multi-functional
flexibility for indoor, outdoor, and
underground use. The combination of
exceptional features and low price
makes the Orion G Multigas and Leak
Detector a leader in the industry.

In New Preduct Develepment Teams at MSAT Instrument
Division embraced & new level of commitment to provide exeking
end informetive new predust leunches, whieh resulted in MSA
earming Fsher Sefety’s Best Product Launeh of the Veer ewerd for
the PULSAR® Single-Ges Detector, With winning this ewerd, Pulser
Team members proved that MSAs standards for promating new
proclucts are seme of the best in the (nevstry,

MSA launched
the Ultima X
Series and
Chillgard L
Series gas moni-
toring product
lines in 2002.
Both products are
world-class in design
and are the result of
extensive market
research and customer input,

The Ultima X Series Gas Monitors are
microprocessor-based transmitters engineered
with the customer in mind. This series offers
the latest mechanical and electrical technolo-
gies for gas detection, including two new
patent-pending features, one of which allows
the user to change sensors in a hazardous area
without disconnecting power.

Like other MSA Chillgard Monitors, the
L Series uses the same proven industry-lead-
ing photoacoustic infrared (PIR) technology
from MSA. Chillgard L Series monitors are
designed with a focus on flexibility and are
suitable for a variety of applications. This

,‘ r\-_
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The Chillgard® L Series was launched early in the
second quarter of 2002 and has been MSA's key
product in the HVAC market to monitor for refrigerant
leaks in mechanical reoms.

product flexibility will help MSA to not only
maintain market share in the refrigerant moni-
toring HVAC market, but also give MSA
access to other markets, such as refrigerant
monitoring in grocery stores, propellant fill-
ing operations, solvent cleaning stations, cold
storage and transport facilities, and meat
packing plants.

3
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This year’s Product of the Year award winner was the MMR Xtreme® Air Mask. This mask was developed to comply with
the newest standard for Self-Contained Breathing Apparatus (SCBA). For the fourth consecutive time, MSA was the first

SCBA manufacturer to achieve NFPA compliance.
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The new TITAN® Combustible Gas Deteetor
provides the combinetion of feetures, per-
formence, and bensifs avellabie on the merket
Reseereh shews thet whet customens wamnt
in & gas detector are reliebiity, ease ef vss, end
Surablility. The TITAN Detestor wes speeiically
designed to meet these demands, feeturing ene-

WEen eperaen, 4@ Consructien -
The STELLAR® Series, the latest button @F@@.ﬂ, l@]@@“ construction with exce!

in life-saving instrument products, is lent resistanes to cust end water penetration, end

evidence of MSA's dedication to safety. & 1&-hour rum time = the lengest run dme avallable.

The Cruz Family

. T New Year's Day 2002 began with unusual excitement for Anthony Cruz,
' 7 Safety Director for Belding Walbridge in Aurora, lllinois, a rigging contrac-
tor specializing in heavy equipment moves and installations.

On New Year's Eve, Cruz enjoyed a typical family celebration with his
wife Cheryl and three daughters. “About two in the morning, my wife and
I woke up feeling nauseous and light-headed,” Cruz said. “Being a safety
professional, my first concern was the possibility of carbon monoxide in
the house. My home CO detector did not alarm, but | felt that something
wasn't quite right.” Cruz uses a wide range of MSA products on the job
and remembered that he had an MSA ProGard® Multigas Detector in his
The ProGard® Multigas Detector monitors work truck. “| carry the MSA ProGard unit in my truck at all times in case
3 or 4 gases, displayed simultaneously, with we have a confined space situation that needs to be checked before letting
years of proven use in high-stress environ- ” . " .
ments. Designed to withstand all weather workers enter,” Cruz explained. “I turned it on and entered the house. The
conditions, it is easy to use and maintain, level was showing 40 parts per million for carbon monoxide, and | knew it
with simple, pushbutton operation. was not a safe level for my family.”

Cruz and his wife quickly got their daughters out of the house and waited
for the Romeoville Fire Department to arrive. The carbon monoxide level
was checked again - the level had risen to over 140 parts per million. It was
discovered that some of the furnace valves had become blocked and the
furnace was pumping carbon monoxide into the house.

"The MSA ProGard instrument saved my family that night. | am a cham-
pion of MSA products and know first-hand the importance of using them
and maintaining them in good working order,” Cruz commented. “Thanks
to the ProGard unit, | was able to celebrate a new year with my family.”
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MSA JBUROPE

To merk the milestone of the one millenth
helmet preduced, John T. Ryan I, CED end
Chairmen, reeslived an MSA Ballet commam-
orEtive helmet from Methisy Tjskens,
Meneging Director of MSA Gellet operatons.

Specially developed and approved for the
international merchant marine market, the
UNISCAPE unit is an air escape device with
a hood designed to offer protection from
oxygen deficiency or hazardous areas in
which toxic substances are present.

MSA European operations celebrated several
successes in 2002, including the acquisition of
CGF GQallet, the leading European manufacturer
of protective helmets. In October, MSA Gallet
achieved a significant manufacturing mile-
stone by reaching the one million mark with
the F1 Fire Helmet, an innovative helmet
designed to meet the changing needs of the
European and global fire service market.

In addition, MSA Europe sold over 40,000
UNISCAPE units, an escape device which

meets new regulations requiring marine ves-
sels to be equipped with sufficient emergency
escape breathing devices. To pursue global
leadership in the supply of personal protective
equipment and gas detection instruments to the
international merchant marine market, MSA
has partnered with UNITOR, a Norwegian-
based global company providing products and
services aimed at promoting efficient ship
management, the reduction of operational
costs, and awareness of safety at sea.

R

The AirfMaXX unit is a compressed air breathing appara-
tus developed by MSA in cooperation with international
fire services and respiratory protection experts to meet
the highest safety requirements. An adjustable carrying
plate results in a perfect fit for all body sizes, and an
innovative hip belt and shoulder strap is designed to offer
complete freedom of movement.

\

A

e

New from MSA Europe is the miniSCAPE device, the

smallest one-time use escape respirator available. Its
principal innovation is the use of TabTec filtering tech-
nology, which utilizes a carbon tablet instead of car-
bon granules, making the miniSCAPE device more
flexible and compact than the competition.
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MSA Acquires
CGFEF Galllet of France

Two Strong Forces Unite

Originelly devaleped for the
[Fremel merker, the
[F1 Fire Helmet hes @ superior -
design and Innevetive eptions
thet meke & the lseding fire
helinet Grougheut Evrege.

MSA Gellet menegement welcomed

of @he MSA Beard ef Directers
for & tewr of thelr heedgueriers in

sur Chelerenne, France.

/ : One of the most important accomplishments for MSA Europe during 2002 was the
- acquisition of CGF Gallet, the leading manufacturer of protective helmets for the fire
=~ il t service, as well as head protection for the law enforcement, aviation, and military
: ‘ markets.
This acquisition strengthens MSA's presence in the European fire service market
\ by adding the dominant brand of fire helmets to an already strong product line,
‘ which includes Self-Contained Breathing Apparatus (SCBA),
thermal imaging cameras, and portable gas detection
instruments. By combining the Gallet brand with the
CairnsHelmets brand, MSA has become a leader in the global

i

The MO5005isa 3

high performance X

helmet targeted at the law fire helmet market.

enforcement market and is intended To leverage the strength and wide recognition of both
for riot control protection, including the MSA and Gallet brands throughout Europe, products
protection from projectiles. are now marketed under the MSA Gallet name. “We've

acquired a strong brand with a distinguished reputation
for quality and manufacturing excellence,” said
President of MSA Europe, Jim Baillie. “The acquisition
allows us to advance our safety technology. MSA Gallet :
enhances MSA's ability to fully integrate respiratory The MSA Gallet TC 2000 Combat Helmet

protection products with head protection - this is par- has remarkable ballistic performance
ticularly important in the fire service market, where and provides an unparalieled leve! of

comfort. It is designed with an advanced
suspension system that conforms to the
head by use of body temperature.

the integration of fire helmets and SCBA represents
the next generation of safety technology.”

2002 Annual Report 9




 MSA INTERY ATIONAL -~ = f

fround the @(]@@@g MSA fs recognized for its history of proven exeel- -
lenee = in s produets and services, &s well &s corporate cltizenship.
In mere than 140 countries, MSA produets are hard ot work protecting -
S w@@m saffetty end the envirenment. mf@w@ﬂn & strong @@@W&« of Fa7 -

The Motswadi Cap Lamp was devel-
oped to enharice the safety of miners
by providing a continuous light source
that ensures a miner will not be left in
the dark. The Motswadi Cap Lamp was
patented by MSA Africa for the South
African safety market, including gold,
platinum, coal and diamond mining.

Modeled after its successful North
American counterpart, the Advantage®
200 LS is a new air purifying respirator
from MSA Brazil. Supplied to customers
throughout South America, the
Advantage 200 LS respirator is used for
protection from hazardous dust, mists,
fumes and gases.

Some of the notable achievements for
MSA International came from MSA Africa,
headquartered in Johannesburg. The launch-
ing of the new Motswadi Cap Lamp, which in
the local Sotho language means “my guardian
light,” proved to be an overwhelming success
for MSA. The Motswadi is the first cap lamp
to offer a low power, always-on auxiliary
LED. The LED consumption is so low and
robust that a worker trapped underground will
have days of light.

As the largest supplier of safety equipment
on the African continent, MSA has become
synonymous with value and quality. This
year, the MSA V-Gard® protective helmet was
adopted as the head protection of choice for
the Anglo Platinum Mining Group — the
largest platinum mining group in the world.

To add to MSA’s reputation as a leader in
the safety industry, the Orion® Multigas
Detector has been selected as the superior
instrument by four of the five petroleum
refineries in South Africa.

MSA Australia showed strong sales
increases in supplied-air respirators, eye and
face protection, head protection, disposable
respirators and gas detecting instruments.
Another notable accomplishment for MSA
Australia in 2002 was becoming the leading
supplier of Self-Contained Breathing
Apparatus (SCBA) to the fire service market.

Performance of MSA companies in Brazil
and Argentina was distinguished. Despite
economic uncertainties, MSA Brazil contin-
ued a multi-year record of sales and earnings
accomplishments. Within MSA’s international
regionalization initiative, the Diadema facility
near Sdo Paulo became an enhanced source of

Developed by MSA Australia, the vented V-Gard® Advance™
Cap is MSA's latest combination of advanced features,
including cooling vents for improved air circulation, lateral
contours above the ear for easy integration of hearing
protection, and lightweight design for added comfort.

MSA products and technical support for the
entire South American region. Rarely has a
major country suffered so extensive an eco-
nomic crisis as Argentina in 2002, yet, MSA
Argentina was able to maintain service to
customers and managed its operations to
show a positive financial result. MSA Chile
has become the regional center in the conti-
nent for fall protection, particularly for
construction and mining.

The DF-7500 LEL Gas Monitor is a sensor/transmitter instru-
ment manufactured by WUXI-MSA in Wuxi City, Jiangsu
Province, Peoples Republic of China. It was developed in
response to new local regulations aimed at modernizing
equipment used by Chinese industry. The sensor/transmitter
can be used in stand-alone made, or it can be connected to
a larger control system. The primary application and markets
are combustible gas detection for the petrochemical, refin-
ing, and pipeline industries in China.
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Imtermational Growdh Initiative

MSA's global business fs conducted in meny languages and across &ll time zones. The Intemeational
Initative was fully implemented and advanced in The chjective of this infrlative
I to harness the skills of MSA associates and apply them uniformly througheu the Internations) Division,
whille focusing on areas of signiffeant cpportunity. This globelization of MSA is being accomplished by
improving resourse integration within distinct geographic regions (Asle-Australie, Latin America, Al
and Middle Bast) and by the activities of mulinational sales and disiribution teams.

Glabal sales and distribution are active and fully engaged in bringing the best cusiomer service
and world class (o international cusiomers, many of whom are globel] in thefr scope
as welll

Heroic Customer

Service Efforts

of MSA Argentina e Saletr Ausliances Co

Leandro Vaquero (ef)
Alejandro Escalante

The new fall protection training tower at
MSA Chile was built to educate and train
waorkers on the correct use of MSA fall
protection products. The tower offers
workers an environment to practice safe
ascent and descent techniques, as well as
simulation training on confined space
rescue operations. It also offers MSA the
opportunity to promote its products and
reinforce the fact that MSA makes
products that customers can trust.

out

.. v
TOREED

It was late in the day on a Friday when Gabriel Longhi, General Manager for
MSA Argentina, received an emergency call from POOL International, a company
in Neuquen, Argentina that provides drilling services to petroleum companies.
They needed 10 Self-Contained Breathing Apparatus (SCBA) and 10 Responder®
Gas Detectors immediately. MSA had the products in stock and could supply them,
however, because local air transport companies would not accept filied SCBAs and
because POOL International did not have an air compressor on site to fill empty
SCBAs, ground transportation was necessary. Most private delivery services were
closed for the day, and those that were open could not offer immediate service.
“The only alternative we found was to make the delivery ourselves with our own
van,” Longhi explained.

POOL's work site was located about 930 miles south of MSA Argentina - 185 of
those miles were desert land with poor road conditions and no access to gasoline
stations. “| explained the situation to warehouse clerk Alejandro Escalante and,
without hesitating, he offered to drive to the customer’s site,” said Longhi. “After
working a full day, Escalante and another warehouse clerk, Leandro Vaquero, left
the office at 8 p.m. with a van full of products and drove for 22 hours, reaching the
customer's site in the shortest time possible.”

The economic crisis in Argentina in 2002 was of historic proportions and
unprecedented in the history of the Argentine nation. With personal dedication,
hard work, and a focus on serving the safety needs of customers, associates at MSA
Argentina persevered in 2002 and contributed to MSA's commendable performance
in that country.
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SAFETY AND THE ENVIRONMENT

...our mission is to be the leading innovator and provider of quality products, related technologies and services that

protect people’s health, safety and the environment.

=

Pennsylvania House Representative Daryl
D. Metcalfe (second from left} presents a
citation for watershed stewardship and
environmental protection to MSA at the
State Capitol Building. MSA associates
from left are Larry Berger (Director of
Environmental Affairs), Doug Logan
{Manager of Health and Safety, Callery),
Mark Finch (Director of Safety and Site
Services, Callery), Brett Bosley (General
Manager, Callery), Doug McClaine
{Secretary and General Counsel), and
Greg Haughey (Safety Specialist, Callery).

As a company dedicated to protecting
health, safety and the environment, it is
important for MSA to set the example of
environmental stewardship — not just in MSA
facilities, but in the community in general.

In 2002, MSA was honored by
Pennsylvania Governor Mark Schweiker with
the Governor’s Award for Watershed
Stewardship. This award is a result of the
ongoing efforts of MSA’s Callery Chemical
Division to educate the community about the
watershed in which the facility is located.
Governor’s Awards are among the most pres-
tigious environmental awards in the United
States.

Another notable safety achievement was
attained by the Murrysville, Pennsylvania
plant. It reduced the quantity of waste coolant
oil generated by its operations to levels that
will place it in the “small quantity generator”
category, which is unusual for a facility of its
size. Through use of preventive maintenance,
improved synthetic oils, and careful oil segre-
gation and management, the amount of waste
oil generated at the Murrysville plant has
been reduced 80% over 10 years.

In conjunction with the Butler County
Planning Commission in Pennsylvania, MSA
hosted an electronics recycling program funded
by the United States Environmental Protection
Agency. Almost 20 tons of electronics were
collected, contributing to the reduction of
energy and emissions associated with manu-
facturing new materials, and aiding in the
reduction of electronics needlessly going to
landfills.

MSA product donations have helped to make the new
Butler County Training facility, located in Butler County,
Pennsylvania, a state-of-the-art fire academy that
provides a broad range of safety training including fire-
fighting, hazardous materials, high angle rescue, vehicle
rescue, and confined spaces training for paid and
volunteer firefighters. "Thanks to MSA, firefighters can
train on the equipment they use and trust,” said Ben
Cypher, Director of Training for the facifity.

The Permanent Instrument Assembly Department at
HMSAs Instrument Division has been making quality prod-
ucts in a safe manner for over two decades. This group
of associates has logged over 25 years without a fost
time accident, This outstanding achievement was the
result of excellent training and procedures, consistent
attention to work detall, the nurturing of a team-oriented
environment, and 8 dedicated workforce.
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MANAGEMENT’S DISCUSSION AND ANALYSIS

Forward-fooking Statements

The following discussion should be read in conjunc-
tion with the consolidated financial statements contained
in this Annual Report to Shareholders. Certain state-
ments contained in this discussion and elsewhere in this
report may constitute forward-looking statements within
the meaning of the Private Securities Litigation Reform
Act of 1995. These forward-looking statements involve
a number of risks, uncertainties and other factors that
could cause actual results to differ materially from
expectations contained in such statements.

Factors that may materially affect financial condition
and future results include: global economic conditions;
the impact of unforeseen economic and political
changes, including the threat of terrorism and its poten-
tial consequences; the timely and successful introduction
of new products; the availability of funding in the fire
service and homeland security markets; fluctuations in
the cost and availability of key materials and compo-
nents; the company’s ability to generate sufficient cash
flow to support capital expenditures, debt repayment,
and general operating activities; the company’s ability to
achieve sales and earnings forecasts; the company’s
ability to successfully integrate acquisitions and com-
plete divestitures; and interest and currency exchange
rates.

The foregoing list of important factors is not exclu-
sive. The company undertakes no obligation to publicly
update or revise its forward-looking statements.

Critical Accounting Policies and Estimates

MSA prepares its consolidated financial statements in
accordance with accounting principles generally accepted
in the United States of America. The preparation of
these financial statements requires MSA to make esti-
mates and judgements that affect the reported amounts
of assets, liabilities, revenues and expenses, and the
related disclosures. MSA bases its estimates and judge-
ments on historical experience and various other
assumptions that are believed to be reasonable under the
circumstances, the results of which form the basis for
making judgements about the carrying values of assets
and liabilities that are not readily apparent from other
sources. MSA evaluates these estimates and judgements
on an on-going basis. Actual results may differ from
these estimates and judgements.

MSA believes the following critical accounting poli-
cies affect its more significant estimates and judgements
used in the preparation of the financial statements. MSA
recognizes revenue from the sale of products when title,
ownership, and risk of loss pass tc the customers.
Amounts bilied to customers for shipping and handling
are included in net sales. MISA records estimated reduc-
tions to sales for customer programs including volume-
based incentives. If market conditions were to change,
the amounts due to customers under these programs
could differ from the recorded estimates. MSA main-
tains allowances for doubtful accounts for estimated
losses resulting from the inability of its customers to
make required payments. If the financial condition of
MSA’s customers were to deteriorate, resulting in an
impairment of their ability to make payments, additional
allowances could be required. MSA provides for the
estimated cost of product warranties at the time that
sales are recognized. While MSA has extensive product
quality programs and processes, the company’s warranty
obligation is affected by product failure rates, material
usage, and service delivery costs incurred in correcting a
product failure. Should actual product failure rates,
material usage, or service delivery costs differ from
MSA’s estimates, revisions to the estimated warranty
liability would be required. MSA maintains reserves
covering the uninsured portion of product liability
claims. These reserves are based on management’s eval-
uation of known claims and actuarial valuations. Should
actual claims be greater than MSA’s estimates, additional
product liability charges could be required. MSA writes
down its inventory for estimated obsolescence or
unmarketable inventory equal to the difference between
the cost of the inventory and the estimated market value
based on assumptions about future demand and market
conditions. If actual market conditions were less favor-
able than those projected by management, additional
inventory write-downs could be required. MSA records
an estimated income tax liability based on management’s
best judgement of the amounts likely to be paid in the
various tax jurisdictions in which it operates. The tax
Liabilities ultimately paid are dependent on a number of
factors, including the resolution of tax audits, and may
differ from the amounts recorded. Tax liabilities are
adjusted through income when it becomes probable that
the actual liability differs from the amount recorded.
Actuarial assumptions have a significant impact on the
determination of net periodic pension costs and credits.
If actual experience differs from these assumptions,
future net periodic pension costs and credits could be
adversely affected.

Significant accounting policies are described in
note 1 to the consolidated financial statements.




Besults of Operations

Corporate initiatives — MSA’s performance in recent
years is the result of a number of ongoing initiatives
intended to improve competitive position and profit-
ability through the development of key new products,
increased focus on core safety products business compe-
tencies, selective entry into emerging geographic markets,
and continuing emphasis on operating cost control.

During the second quarter of 2002, MSA acquired
CGF Gallet, of Lyon, France, the leading European
manufacturer of protective helmets for the fire service,
as well as head protection for the police and military.
The Gallet acquisition reflects MSA’s ongoing strategy
of identifying and making targeted acquisitions in
focused product and geographic markets. The Gallet
product line complements MSA’s established line of fire
service products and provides the company with oppor-
tunities in other areas where Gallet is strong — such as in
the law enforcement, military, and aviation markets.
Gallet is being integrated into MSA’s operations and its
products are being marketed under the MSA Gallet
name.

In November, the company announced its decision to
explore strategic options regarding the future operations
of Callery Chemical, a division that develops, manufac-
tures, and sells alkali metal strong bases and borane
chemicals. These specialty chemicals are used in phar-
maceuticals, agricultural chemicals, plastics, and a num-
ber of other applications. Current discussions with
potential purchasers could result in the division being
sold for a gain during 2003. The divestiture of the spe-
cialty chemical business will better position the company
to focus on its core safety products business. The results
of the division and the assets expected to be sold have
been reported as discontinued operations and assets held
for sale in the accompanying financial statements.

Making it easy for customers to do business with us
has always been a priority at MSA. This commitment is
evident in our award-winning Pittsburgh based customer
service center which gives customers in the U.S. and
Canada access to knowledgeable and responsive one-
stop-shopping. To further enhance our interface with our
distributor partners and end-users worldwide, MSA
recently introduced new e-business capabilities.
Through our ePartner website, our distributor partners in
North America and Europe can access the MSA product
catalog, check product availability, view order and
account status, configure assemble-to-order products,
and enter orders.

2002 versus 2001 — Sales for 2002 were $564.4 mil-
lion, an increase of $54.7 million, or 11%, from $509.7
million in 2001.

Sales by North American operations were $369.7 mil-
lion in 2002, an increase of $26.1 million, or 8%, from
$343.6 million in 2001. The sales improvement
occurred in the United States and is largely related to
higher shipments of gas masks to the military and
homeland security markets. Sales to the fire service
market were relatively flat year-to-year with increased
shipments of self-contained breathing apparatus being
offset by lower shipments of thermal imaging cameras.
Thermal imaging camera sales are dependent on the
level of federal government funding provided to local
fire departments. During 2002 much of this funding was
diverted to meeting homeland security requirements.
Sales of instruments and fall protection equipment were
slightly lower in 2002, reflecting sluggishness in indus-
trial markets.

Sales by European operations were $122.4 million in
2002, an increase of $28.2 million, or 30%, from $94.2
million in 2001. A significant portion of the improve-
ment was due to the acquisition of Gallet Helmets dur-
ing the second quarter. European sales also benefited
from strong shipments of escape breathing devices for
use in the merchant marine fleet. When stated in U.S.
dollars, European sales also benefited from the currency
translation effects of a strong Euro.

Sales by International operations were $72.2 million
in 2002 compared to $71.7 million in 2001, an increase
of $471,000, or 1%. Local currency sales growth of
approximately 7% was offset by unfavorable currency
translation effects when stated in U.S. dollars. Local
currency sales growth was achieved in Africa, Brazil,
and Australia.

Gross profit for 2002 was $212.8 million, an increase
of $12.7 million, or 6%, from $200.1 million in 2001.
The ratio of gross profit to sales was 37.7% in 2002
compared to 39.2% in 2001. The lower gross profit per-
centage is largely related to sales mix changes and
somewhat lower gross margins in North American
industrial markets.

Research and development expenses, which are
included in cost of products sold, were $20.4 million in
2002, an increase of $3.7 million, or 22%, from $16.7
million in 2001. These expenses relate to safety products
equipment research and development activities primarily
in the U.S. and Europe. The increase reflects higher
research and development costs in the U.S. and in
Europe due to the acquisition of Gallet.

Selling, general and administrative expenses increased
$10.8 million, or 8% to $140.9 million in 2002, but
decreased as a percent of sales to 25.0% in 2002 com-
pared to 25.5% in 2001. The increase in selling, general
and administrative expenses occurred in North America
and Europe and reflects costs associated with higher
sales volumes, higher insurance costs, and the acquisi-
tion of Gallet.
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MANAGEMENT’S DISCUSSION AND ANALYSIS

Depreciation and amortization expense was $21.5 mil-
lion in 2002, a decrease of $1.1 million, or 5%, from
$22.6 million in 2001. As required by FAS No. 142,
goodwill amortization was discontinued at the beginning
of 2002. Goodwill amortization expense was $2.2 mil-
lion in 2001. The decrease associated with the absence
of goodwill amortization in 2002 was partially offset by
the inclusion of Gallet depreciation and regular asset
additions.

Cost of products sold and selling, general and adminis-
trative expenses include net periodic pension benefit
costs and credits. As described in note 6, pension credits,
combined with pension costs, resulted in net pension
credits of $13.1 million in 2002 and $15.0 million in
2001. The current recognition of pension income is
primarily the result of the exceptional investment perfor-
mance of the U.S. pension fund over the past ten years.
During that period, the investment performance of the
MSA Noncontributory Pension Fund has ranked among
the top 10% of all U.S. pension funds. Future net pen-
sion credits can be volatile depending on the future per-
formance of plan assets, changes in actuarial assump-
tions regarding such factors as the selection of discount
rates and rates of return on plan assets, changes in the
amortization levels of actuarial gains and losses, plan
amendments affecting benefit pay-out levels, and profile
changes in the participant populations being valued.
Changes in any of these factors could cause net pension
credits to change. To the extent net pension credits
decline in the future, income would be adversely affected.

Interest expense in 2002 was $4.8 million compared
to $5.3 million in 2001. The decrease relates to reduc-
tions in long term debt and average short term
borrowings.

Currency exchange gains of $191,000 were recorded
in 2802 compared to a loss of $1.2 million in 2001. The
favorable swing was primarily due to the strengthening
of the Euro during 2002. The most significant losses
from currency valuation changes in 2001 related to the
strengthening of the U.S. dollar against the Canadian
dollar.

Other income, for which further information is included
in note 14, was $2.3 million in 2002 compared to $2.8
million in 2001.

The effective income tax rate for continuing opera-
tions, for which further information is included in note
3, was 35.1% in 2002 and 40.7% in 2001. The effective
tax rate in 2002 was lower than in 2001 due to favorable
tax effects associated with the charitable donation of
property and adjustments to prior year tax provisions,
net of valuation allowances taken on deferred tax assets.
The 2001 effective tax rate included the recognition of a
valuation allowance on deferred tax assets related to for-
eign tax credit carry-forwards in the U.S. and improved
earnings in high tax rate countries.

Net income from continuing operations was $31.2
million in 2002, an increase of $5.4 million, or 21%,
over 2001 net income from continuing operations of
$25.9 million. Continuing operations basic earnings per
share of common stock improved to $2.56 in 2002 com-
pared to $2.17 in 2001.

Income from discontinued operations, for which fur-
ther information is included in note 17, was $3.9 million
in 2002, a decrease of $1.9 million, or 33%, from $5.8
million in 2001. The decrease reflects lower sales and
gross margin percentages in 2002.

Net income for 2002 was $35.1 million, an increase of
$3.5 million, or 11%, over 2001 net income of $31.6
million. Basic earnings per share of common stock
improved to $2.88 in 2002 compared to $2.65 in 2001.

2001 versus 2000 — Sales for 2001 were $509.7 mil-
lion, an increase of $41.4 million, or 9%, from $468.3
million in 2000.

Sales by North American operations were $343.6 mil-
lion in 2001, an increase of $47.8 million, or 16%, from
$295.8 million in 2000. Approximately half of the sales
increase was related to shipments of self-contained
breathing apparatus, thermal imaging cameras and fire
helmets to the fire service market. Gas mask and respi-
rator sales increased throughout the year, but spiked late
in the year in response to the September 11 disasters.
Rescue and recovery efforts and heightened emphasis
on domestic preparedness and homeland security
increased demand for these products. Sales of fall pro-
tection equipment also grew in 2001, primarily due to
the acquisition of Surety Manufacturing and Testing,
Ltd. during the first quarter. Instrument sales were also
higher during 2001, particularly in permanent instru-
ments, reflecting market acceptance of the Ultima and
other new products.

Sales by European operations were $94.2 million in
2001, a decrease of $4.9 million, or 5%, from $99.1 mil-
lion in 2000. The negative currency translation effects of
a strong U.S. dollar accounted for approximately $4.0
million of this decrease. Higher local currency sales in
most European markets were offset by lower sales in
Sweden and Switzerland, where distribution businesses
were divested during 2001.

Sales by International operations were $71.7 million in
2001 compared to $73.2 million in 2000, a decrease of
$1.5 million, or 2%. Local currency sales growth of
approximately 12% was offset by unfavorable currency
translation effects when stated in U.S. dollars. Substantial
local currency sales growth was achieved in Brazil.




Gross profit for 2001 was $200.1 million, an increase
of $25.8 million, or 15%, from $174.3 million in 2000.
The ratio of gross profit to sales was 39.2% in 2001
compared to 37.2% in 2000. The improved gross profit
percentage accounts for almost half of the increase in
gross profit dollars. The higher gross profit percentage
reflects improvements in production efficiency and
inventory management in North America and Europe.

Research and development expenses, which are
included in cost of products sold, were $16.7 million in
2001, an increase of $752,000, or 5%, from $16.0 mil-
lion in 2000. These expenses related to safety products
equipment research and development activities primarily
in the U.S. and Germany.

Depreciation, selling and administrative expenses
increased $6.9 million, or 7%, to $152.7 million in
2001, but decreased as a percent of sales to 30.0% in
2001 compared to 31.1% in 2000. The increase in
depreciation, selling and administrative expenses
occurred in North America and reflects costs associated
with higher sales volumes and a full year’s amortization
of goodwill related to mid-2000 acquisitions.
Depreciation, selling and administrative expenses at
international operations were generally flat year-to-year.

Cost of products sold and selling, general and adminis-
trative expenses include net periodic pension benefit
costs and credits. As described in note 6, pension credits,
combined with pension costs, resulted in net pension
credits of $15.0 million in 2001 and $14.9 million in
2000. Net pension credits in 2000 included credits of
$2.4 million related to settlement and curtailment gains
in Canada and Britain.

Interest expense in 2001 was $5.3 million compared
to $4.0 million in 2000. The increase relates to a full
year’s interest expense on additional borrowings made
during 2000 to finance acquisitions and common share
repurchases by the company.

Currency exchange losses of $1.2 million were
incurred in 2001 compared to a gain of $444,000 in
2000. The unfavorable swing was primarily related to
the strengthening of the U.S. dollar against the Canadian
dollar. The most significant gains from currency valua-
tion changes in 2000 occurred in Mexico.

Cther income, for which further information is included
in note 14, was $2.8 million in 2001 compared to $2.4
million in 20C0.

The effective income tax rate for continuing opera-
tions, for which further information is included in note
3, was 40.7% in 2001 and 31.1% in 2000. The effective
rate in 2001 was higher than the U.S. statutory income
tax rate primarily due to the recognition of a valuation

allowance on deferred tax assets related to foreign tax
credit carry-forwards in the U.S. and improved earnings
in high tax rate countries. The lower rate in 2030 was
primarily due to operating losses in Germany and
adjustments to prior year foreign sales corporation tax
benefits in the U.S.

Net income from continuing operations for 2001 was
$25.9 million, an increase of $7.0 million, or 37%, over
2000 net income of $18.9 million. Continuing opera-
tions basic earnings per share of common stock
improved to $2.17 in 2001 compared to $1.54 in 2000.

Income from discontinued operations, for which fur-
ther information is included in note 17, was $5.8 million
in 2001, an increase of $1.4 million, or 32%, from $4.4
million in 2000. The increase was primarily due to
stronger gross margins in 2001,

Net income for 2001 was $31.6 million, an increase of
$8.4 million, or 36%, over 2000 net income of $23.2
million. Basic earnings per share of common stock
improved to $2.65 in 2001 compared to $1.89 in 2000.

Liguidity and Financial Condition

Continuing operations provided cash of $42.9 million
in 2002 compared to providing $20.2 million in 2001.
The increase was related to higher net income and
favorable changes in operating assets and liabilities. In
2002, increases in receivables used cash of $3.0 million
compared to using $16.8 million in 2001. Reductions in
inventory provided $5.5 million of cash in 2002 com-
pared to increases in inventory using $10.7 million in
2001. Trade receivables related to continuing operations
were $58.6 million at December 31, 2002. Trade receiv-
ables for continuing operations expressed in number of
days sales outstanding was 38 days at December 31,
2002, compared to 36 days at the end of 2001. Other
receivables were $35.5 million at December 31, 2002
and $38.3 million at December 31, 2001, representing
the company’s retained interest in securitized receiv-
ables. Inventories of continuing operations were $76.7
million at December 31, 2002. Inventories of continuing
operations measured against sales turned 7.4 times in
2002 and 7.3 times in 2001. Cash provided by continu-
ing operations in 2001 was $24.9 million lower than in
2000. Net income for 2001 was higher than in 2000,
however, cash flow in 2000 benefited from significant
reductions in receivables and inventories.

Cash provided by discontinued operations in 2002
was $1.2 million lower than in 2001. The decrease is
primarily due to lower income. Cash provided by dis-
continued operations in 2001 was $4.2 million higher
than in 2000, reflecting higher income.
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Investing activities used cash of $34.0 million in 2002
compared to using $20.1 million in 2001. The increase in
cash used for investing activities was primarily related to
higher spending on acquisitions and lower cash received
on property disposals. In 2002, net cash of approximately
$14.5 million was used for the acquisition of CGF
Gallet. In 2001, cash was used for the acquisition of
Surety Manufacturing and Testing, Ltd. Property disposals
provided cash of $649,000 in 2002 compared to provid-
ing $6.7 million in 2001, which included cash received
on sales of property in Europe. Cash used for investing
activities in 2001 was $22.4 million lower than in 2000,
primarily due to lower spending on acquisitions. In
2000, $29.5 million of cash was used for the acquisi-
tions of CairnsHelmets and ISI Group, Inc. Capital
expenditures of $19.9 million in 2002, $20.0 million in
2001 and $16.1 million in 2000 were primarily related
to purchases of new or replacement tooling and produc-
tion equipment.

Financing activities used cash of $7.1 million in 2002
compared to using $6.3 million in 2001. The increased
use of cash for financing activities reflects higher divi-
dend payments and lower net proceeds from company
stock sales and repurchases. Financing activities used
cash of $6.3 million in 2001 compared to providing $4.1
million in 2000. In 2000, the company issued $40.0 mil-
lion of private placement debt which was partially used
to finance acquisitions and common stock repurchases.
Dividends paid on common stock during 2002 (the 85th
consecutive year of dividend payment) were 65 cents
per share. Dividends paid per share in 2001 and 2000
were 54 cents and 47 cents, respectively. As of
December 31, 2002, an additional 43,274 shares of
common stock may be repurchased under current
autherizations.

The average amount of short term debt outstanding
during 2002 and 2001 was $3.1 million and $4.2 mil-
lion, respectively. Credit available with financial institu-
tions at December 31, 2002 was the U.S. dollar equiva-
lent of $18.7 million, of which $9.6 million was unused.
Long-term debt, including the current portion, at
December 31, 2002 was $69.3 million, or 19.3% of total
capital. Total capital is defined as long-term debt plus
the current portion of long-term debt and shareholders’

equity.

Contractual Cash Obligations

NMANAGEMENT’S DISCUSSION AND ANALYSIS

Qutstanding indebtedness at December 31, 2002 and
2001 was as follows:

{In thousands) 2002 2t
Bank linesof credit ............. $ 9,096 $ 2167
Industrial development debt ... ... 10,750 10,750
Seniornotes .................. 56,000 60,000
Other ........ ... . 2,564 906
78,410 73,823
Currentportion . ................ {14,060) {6,442)
64,350 67,381

Accounts Receivable Securitization

As described in note 10, the company sells eligible
trade accounts receivable to Mine Safety Funding
Corporation (MSF), an unconsolidated wholly-owned
subsidiary. MSF was established in November 1999 to
provide the company with an inexpensive and reliable
source of financing to replace borrowings under short
term lines of credit. Under accounting principles gener-
ally accepted in the United States of America, MSF is
not consclidated with MSA because legally it is a bank-
ruptcy remote entity. In the event that MSA declared
bankruptcy all cash collections on trade receivables
owned by MSF would first be used to satisfy MSF’s
borrowings before any remaining proceeds could be
returned to MSA. This arrangement permits MSF to
borrow at advantageous interest rates using its portfolio
of trade receivables as security. As a result of the securiti-
zation agreement, $29.0 million of accounts receivable
and short-term debt has been removed from the com-
pany’s December 31, 2002 balance sheet. At December
31, 2001, $25.0 million of accounts receivable and
short-term debt were removed from the company’s
balance sheet under this arrangement.

Cumulative Translation Adjustments

The year-end position of the U.S. dollar relative to
international currencies resulted in translation gains of
$5.8 million being credited to the cumulative translation
adjustments shareholders’ equity account in 2002, com-
pared to losses of $4.9 million in 2001 and $5.9 million
in 2000. Translation gains in 2002 occurred primarily in
Europe and reflect the significant strengthening of the
Euro. These gains were partially offset by losses in
South America. Translation losses in 2001 occurred pri-
marily in South Africa, Brazil, Chile and most European
countries. The losses in 2000 occurred primarily in
Australia, South Africa, Britain, Canada, and Germany.

The company is obligated to make future payments under various contracts such as debt and lease agreements.
Significant contractual cash obligations of MSA as of December 31, 2002 were as follows:

(I TROUSENS) « « vvveere et eneeenreeiniiineenne. Total 2004 2005 2008 2007 Thergafter

Longtermdebt ... ... . ... ... . .... $69,314 $4,964 $4,679 $4,657 $8,140 $ 87 $46,887

Operatingleases ................ ... 9,608 2,583 1,903 1,293 835 645 2,249
78,822 7,547 6,682 5,850 8,975 732 49,136
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Financial Instrument Market Risk

Market risk represents the risk of adverse changes in
the value of a financial instrument caused by changes in
currency exchange rates, interest rates, and equity
prices. The company is exposed to market risks related
to currency exchange rates and interest rates.

Currency exchange rate sensitivity — By the very
nature of its global operations, the company’s cash flow
and earnings are subject to fluctuations due to exchange
rate changes. Because the company operates in a num-
ber of locations around the world, currency exchange
risk is well diversified. When appropriate, the company
may attempt to limit its exposure to changes in currency
exchange rates through both operational and financial
market actions. These actions may include contracts and
other actions designed to hedge existing exposures by
essentially creating offsetting currency exposures. At
December 31, 2002 and 2001 contracts for the purpose
of hedging currency were not significant.

Interest rate sensitivity — The company is exposed to
changes in interest rates primarily as a result of borrowing
and investing activities used to maintain liquidity and
fund business operations. Because of the relatively short
maturities of temporary investments and the variable
rate nature of industrial development debt, the fair val-
ues of these financial instruments approximate cost at
December 31, 2002 and 2001. The incremental increase
in the fair value of fixed rate long term debt resulting
from a hypothetical 10% decrease in interest rates would
be approximately $1.2 million. However, the company’s
sensitivity to interest rate declines and the corresponding
increase in the fair value of its debt portfolio would
unfavorably affect earnings and cash flows only to the
extent that the company elected to repurchase or retire
all or a portion of its fixed rate debt portfolio at prices
above carrying values.

Related Party Transactions

Transactions with related parties are made at negotiated
prices and were not material to the financial position or
results of operations of MSA at December 31, 2002.

Recently Issued Accounting Standards

FAS 143, Accounting for Asset Retirement
Obligations, addresses accounting and reporting for
obligations associated with the retirement of tangible
long-lived assets. The company does not expect that the
adoption of this statement, which is effective January 1,
2003, will have a significant effect on its results or
financial position.

FAS 146, Accounting for Costs Associated with Exit
or Disposal Activities, requires that costs associated with
exit or disposal activities be recognized when the liability
is incurred rather than at the date of commitment to an
exit or disposal plan. FAS 146 is effective for exit or

disposal activities that are initiated after December 31,
2002. The company does not expect that the adoption of
this statement will have a significant effect on its results
or financial position.

FIN 45, Guarantor’s Accounting and Disclosure
Requirements for Guarantees, Including Indirect
Guarantees of Indebtedness of Others, elaborates on the
disclosures to be made by a guarantor about its obliga-
tions under certain guarantees that it has issued and
requires the recognition of a liability at fair value by the
guarantor at the inception of a guarantee. The disclosure
requirements are effective as of December 31, 2002.
The initial measurement and recognition provisions of
FIN 45 are required to be applied on a prospective basis
to guarantees issued or modified after December 31,
2002. The company does not expect that the adoption of
this interpretation will have a significant effect on its
financial statements.

Commen Stock

At December 31, 2002, there were 12,207,029 shares
of common stock outstanding. There were approximately
1,000 identifiable common stockholders on November
22,2002, a recent date for dividends. Common stock
price and volume information is included on the
American Stock Exchange under the symbol MSA. The
quarterly high and low price quotations and cash divi-
dend information for common shares follow:

2002 2001
Quarter High Low High Low
First $43.20 $35.35 $2565 $22.00
Second 50.50 35.00 34.25 25.45
Third 40.75 31.90 47.92 30.35
Fourth 39.25 27.40 51.90 32.10
Dividend Record Payment
Quarter Per Share Date Date
2002
First $ .14 Feb. 22,2002 Mar. 10, 2002
Second A7 May 17, 2002  Jun. 10, 2002
Third A7 Aug. 26, 2002  Sep. 10, 2002
Fourth 17 Nov. 22, 2002  Dec. 10, 2002
Total .65
2N
First $ .12 Feb. 23, 2001  Mar. 10, 2001
Second 14 May 14,2001 Jun. 8, 2001
Third 14 Aug. 24, 2001 Sep. 10, 2001
Fourth 14 Nov. 23, 2001 Dec. 10, 2001
Total 54

The company’s stock transfer agent is Wells Fargo
Shareowner Services, 161 North Concord Exchange,
P. 0. Box 738, South St. Paul, MN 55075-0738.

2002 Annual Report 19



20 MSA

RESPONSIBILITY STATEMENTS

Responsibility for Financial Statements

The management of Mine Safety Appliances
Company prepared the accompanying financial state-
ments and is responsible for their integrity and objectivity.
These statements were prepared in conformity with
accounting principles generally accepted in the United
States of America. The financial statements include
amounts that are based on management’s best estimates
and judgements. The other information in this annual
report is consistent with the financial statements.

The company maintains a system of internal controls,
including accounting controls, and a program of internal
auditing. The system of controls provides for appropriate
procedures that are consistent with high standards of
accounting and administration. Management believes
that the company’s system of internal accounting con-
trols provides reasonable assurance that assets are safe-
guarded against losses from unauthorized use or disposi-
tion and that the financial records are reliable for use in
preparing financial statements.

Management recognizes its responsibility for fostering
a strong ethical climate so that the company’s affairs are
conducted according to the highest standards of personal
and corporate conduct. This responsibility is character-
ized and reflected in a broad business ethics poiicy that
addresses, among other things, conduct of business
activities within the laws of the United States and other
countries in which the company operates and potential
conflicts of interests of its associates.

The Board of Directors, through its Audit Committee,
assumes an oversight role in the preparation of the
financial statements. The Audit Committee meets at
least twice a year with the company’s independent
accountants and internal auditors to discuss the scope of
their work and the results of their examinations.

OL. Tl

Dennis L. Zeitler

Vice President

Chief Financial Officer
and Treasurer

wm@@m

Report of Independent Accountants

To the Shareholders and Board of Directors of Mine
Safety Appliances Company:

In our opinion, the accompanying consolidated bal-
ance sheets and the related consolidated statements of
income, changes in retained earnings and accumulated
other comprehensive income, and cash flows present
fairly, in all material respects, the financial position of
Mine Safety Appliances Company and its subsidiaries
(the “Company”’) at December 31, 2002 and 2001, and
the results of their operations and their cash flows for
each of the three years in the period ended December
31, 2002 in conformity with accounting principies
generally accepted in the United States of America.
These financial statements are the responsibility of the
Company’s management; our responsibility is to
express an opinion on these financial statements based
on our audits. We conducted our audits of these state-
ments in accordance with auditing standards generally
accepted in the United States of America, which
require that we plan and perform the audit to obtain
reasonable assurance about whether the financial
statements are free of material misstatement. An audit
includes examining, on a test basis, evidence supporting
the amounts and disclosures in the financial state-
ments, assessing the accounting principles used and
significant estimates made by management, and evalu-
ating the overall financial statement presentation. We
believe that our audits provide a reasonable basis for
our opinion.

As discussed in Note 17, the Company has met the
requirements under Statement of Financial Accounting
Standard No. 144, “Accounting for the Impairment or
Disposal of Long-Lived Assets” to classify the resuits
of its Callery Chemical Division as a discontinued
operation and the assets as held for sale.

PricewaterhouseCoopers LLP
Pittsburgh, Pennsylvania
February 21, 2003




CONSOLIDATED STATEMENT OF INCOME

{In thousands, except per share amounts)

Year Ended December 31

BT SIS ..ottt et et e

NI INMCOMIE .. ettt ettt

Costs and expenses

Cost Of PrOQUCES SO .....ocvceecee e e
Selling, general and adminiSTratiVe .....ccccoiiioieiie e
Depreciation and amOrtiZatioN..........c.eoiieiviiiie ettt
IIEETEST ..ottt e ettt b e e

Currency exchange (gaiNs) I0SSES ....c..voiiviriir e

Income from continuing operations before income taxes..........ccooeeviii e
Provision for INCOME 1aXES........coiieiie et
Net income from coNtiNUING OPEratioNS......coiiiieiiiii ettt
Net income from discontinued OPETEtIONS ... ......oovivieeeieee et

N NGO L.ttt e e ettt ettt

Basic earnings per common share:

CONLINUING OPEIELONS  1..e.veveeectiiie ettt sae ettt eb et sa et e ean ettt e ieas b e
DisCONtNUET OPETAtIONS. .. ..e oottt ettt e eee e

NET INCOMIE .o

Diluted earnings per common share:

CONTINUING OPBIAIONS ...t ettt ettt e ettt eae st ee et eseen e te et een e
DiSCONTINUE OPEIEHONS. ... eevitiieccee ettt ettt et et eas e e
NETINCOME L.ttt ettt ettt

See notes to consolidated financial statements.

2002 2001 2000
$564,426 $509,736  $468,307
2,271 2,776 2,444
566,697 512,512 470,751
351,587 308,680 293,960
140,924 130,092 124,840
21,525 22,580 20,936
4,769 5,349 4,040
(91 1.197 (444)
518,614 468,908 443,332
48,083 43,604 27.419
16,870 17,753 8,531
31,213 25,851 18,888
3,864 5,780 4351
$ 35077 $ 31,631 $ 23,239
$ 256 $ 217 $ 154
32 A48 .35
$ 288 $§ 285 $ 189
$ 254 $ 213 $ 153
.31 .48 .35
$ 285 $ 267 $ 188
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CONSOLIDATED BALANCE SHEET

(I thousands, sxcept share amounts)

December 31
Assets
Current Assets

Property

Other Assets

. Liabilities

22 MSA

Current Liabilities

Long-Term Debt
Other Liabilities

Shareholders’ Equity

2002 2001

Cashandcasheqguivalents ... ... ... . . i $ 36,477 $ 26,701
Trade receivables, less allowance for doubtful accounts of $4,134 and $2,956 . . . 58,648 50,704
Otherreceivables . . ... . . ... . . 35,456 38,325
INVENTOTIES . . .. o 76,748 77,874
Deferred tax assets . ... . ... .. 20,396 13,633
Prepaid expenses and other currentassets .. ............. ... . ... . ..... 10,157 10,449
Assetsheldforsale ...... ... . . . . . .. e 45,062
Total current @ssets . ... . 282,944 217,686
Land ... e e 4,800 4,661
Buildings . .. . 87,333 102,555
Machinery and equipment .. ... .. ... 250,797 272,284
ConStruction iN ProgreSS . . . .\ vttt 5,580 8,289
Total 348,510 387,789
Less accumulated depreciation ... ... ... (222,905) (236,128)
Net Property . ... ..o 125,605 151,661
Prepaid pension COSt . . ... . . ... 107,338 92,437
Deferred tax @ssets . . ... .. . i 7,800 12,694
GoodWill .o 42,963 33,722
Other NONCUIMENT @SSELS . . . . vttt e 13,115 12,498
Total $579,765  $520,698
Notes payable and current portion of longtermdebt ... ... ... ... .. ... $ 14060 $ 6,442
Accounts payable . . ... 30,979 24,751
Employees’ compensation . ... . .. 16,216 14,368
INSUIBNCE . e e 8,899 9,267
TaXeS ONINCOME . . .. Lt 3,748 4,812
Other current liabilities . .. ... ... 25,798 22,860
Total current liabilities ... ... .. . . 99,700 82,500

............................................................... 64,350 67,381
Pensions and other employee benefits ... ......... ... ... ... .. ... ... .. 61,198 55,428
Deferred tax Habilities ... ... ... . ... ... 61,402 56,053
Other noncurrent liabilities ... ... ... ... . .. . . ... 4,053 5,832
Total other ligbilities .. ... ... .. ... . 126,653 117,313
Preferred stock, 4%% cumulative, $50 par value (callable at $52.50) .......... 3,669 3,569
Common stock, no par value (shares outstanding:

2002—12,207,029 2001—12,100,727) ... ..o 28,626 25,386

Stock compensation trust .. ... .. (21,697) (22,179)
Treasury shares, at CoOSt .. .. i e (134,827)  {133,981)
Deferred stock compensation . ............. ... . ... e (801) (652)
Accumulated other comprehensive income .. ......... ... .. ... . ... ... (20,501) (26,216)
Earnings retained inthe business . . ... ... ... .. ... ... . ... .. ... ... 434,693 407,577
Total shareholders' equity ... ... . 289,062 253,504
] $579,765  $520,698

See notes to consolidated financial statements.




CONSOLIDATED STATEMENT OF CASH FLOWS

(In thousands)
Year Ended December 31

Operating Activities
Netincome ......................
Depreciation and amortization . .. ... ..
Pensions ............ ... ... .. ...

Net gain on sale of investmentsandassets ......... ... ... .. ... ... .. ......

Deferred income taxes .. ...........

Net income from discontinued operations ............. ... ... ... ... . .....

Receivables and other receivables . ...
Inventories ................. .. ...
Accounts payable and accrued liabilities
Other assets and liabilities ..........

Other—including currency exchange adjustments .............. ... .........

Cash Flow From Continuing Operations

Cash Flow From Discontinued Operations ... ............... ... .. ... .....

Cash Flow From Operating Activities

Investing Activities
Property additions .................
Property disposals .. ...............

Acquisitions, net of cash acquired, and otherinvesting . . .................. ...

Cash Flow From Investing Activities .

Financing Activities
Additions to long-termdebt ... .. ...
Reductions of long-term debt .. ... ...

Changes in notes payable and short-termdebt . ... ... ... ... . ... .. .. .. ... ..

Cashdividends ................. ..
Company stock purchases ..........
Company stock sales ..............
Cash Flow From Financing Activities .

Effect of exchange rate changes on cash . . .
Increase in cash and cash equivalents ... ..
Beginning cash and cash equivalents .. .. ..
Ending cash and cash equivalents ...... ..

Supplemental cash flow information:
Interest payments .. ............. ..
Income tax payments . .............

Noncash investing activity:
Investment sold for other current assets

See notes to consolidated financial statements.

2002 2001 2000

$35,077 $31,631 $23,239

21,625 22,590 20,936
{13,125) {14,962) {14,900)
{35) (1,764) {2,136)
4,765 9,259 3,432
(3,864) {5,780) {4,351)
(3,008) (16,846) 5,309
5518 (10,716) 6,683
{3.616) (2,985) 5476
(1,775) 4,132 237
1,457 5,561 1,114
42,919 20,150 45,039
6.412 7,635 3.439
49,331 27,785 48,478

(19,946) (19,987) {16,067)
649 6,685 3,428
(14,668) {6,765) (29,796)

(33,965) {20,087) (42,435)

677 12 40,720
(7,089) {5,259) (640)
5,678 1,150 {2,276)
(7,961) {6,480) (5,881)

(846) (3.227) (64,948)
2,508 7,477 27,088
{7,133) {6,327} 4,063
1,543 {1,231} 673)
9,776 160 9,433

26,701 26,541 17,108

$36.477 $26,701 $26,541

$ 5,890 $ 6,566 $ 3,419
18,546 9,765 6,789

1,334
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CONSOLIDATED STATEMENT OF CHANGES IN RETAINED EARNINGS
AND ACCUMULATED OTHER COMPREHENSIVE INCOME

{In thousands) Accumulated
Other
Retained Comprehensive  Comprehensive
Earnings Income Income
Balances January 1, 2000 . .. ... . $365,068 $(14,831)
NELINCOME . . 23,239 $23,239
Cumulative translation adjustments .. ........... ... . ... . . ... ... ... (5,921) (5,921)
Minimum pension liability adjustments{a) . ....... .. ... ... ... . ... (117) (117)
Comprehensive INCOME . . .. ..o e $17,201
Commondividends .. .... ... . . . . . (5,832}
Preferred dividends .. ... ... .. (49)
Balances December 31, 2000 . . . ... 382,426 (20,869)
NELINCOME o o e e, 31,631 $31,631
Cumulative translation adjustments . ........... .. .. ... (4,934) (4,934)
Minimum pension liability adjustments (a) ........ ... . ... ... . ... (413) (413)
Comprehensive iNCoOMEe . . ... . e $26,284
Commondividends . ......... .. . (6,432)
Preferred dividends . ... ... . . . (48)
Balances December 31, 2007 . ... .. 407,577 (26,216)
NEtINCOME . . .o 35,077 $35,077
Cumulative translation adjustments .. ... ... ... ... .. .. .. ... 5,772 5,772
Minimum pension liability adjustments (@) . .. ......... ... ... .. ... ... .. .. (57) (57)
Comprehensive INCOME .. .. .. .ot $40,792
Commondividends .. ...... .. . ... (7,914)
Preferred dividends . ... .. 47)
Balances December 31, 2002 . ... ... . L $434,693 ${20,5601)

(a) — Charges to minimum pension liability adjustments in 2002, 2001 and 2000 are net of tax benefit of $38,000, $275,000 and

$78,000, respectively.

Components of accumulated other comprehensive income are as follows:

{In thousands)
2002 2001 2000
Cumulative translation adjustments .. .......... .. .. ... ... ... $(19,593) $(25,365) $(20,431)
Minimum pension liability adjustments .. ... ... ... ... (908) (851) (438)
Accumulated other comprehensive income . .. ... .. ${20,5601) $(26,216) $(20,869)

See notes to consolidated financial statements.




NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

NMote 1 - Significant Accounting Policies

Use of Estimates — The preparation of financial statements
in conformity with accounting principles generally accepted
in the United States of America requires management to make
estimates and assumptions that affect the reported amounts of
assets and liabilities and disclosure of contingent assets and
liabilities at the date of the financial statements and the reported
amounts of revenues and expenses during the reporting period.
Actual results could differ from those estimates.

Principles of Consolidation — The consolidated financial
statements include the accounts of the company and all sub-
sidiaries except Mine Safety Funding Corporation.
Intercompany accounts and transactions are eliminated. To
facilitate timely reporting, several international subsidiaries
have November 30th fiscal year ends. Certain prior year
amounts have been reclassified to conform with the current
year presentation.

Currency Translation — The functional currency of all
significant foreign subsidiaries is the local currency. Assets
and liabilities of these subsidiaries are translated at year-end
exchange rates. Income statement accounts are translated at
the average rates of exchange prevailing during the year.
Translation adjustments for these companies are reported as a
component of shareholders’ equity and are not included in
income. Foreign currency transaction gains and losses are
included in net income for the period.

Cash Equivalents — Cash equivalents include temporary
deposits with financial institutions and highly liquid invest-
ments with original maturities of 90 days or less.

Inventories - Inventories are stated at the lower of cost or
market. Most U.S. inventories are valued on the last-in, first-
out (LIFO) cost method. Other inventories are valued on the
average cost method or at standard costs which approximate
actual costs.

Property and Depreciation — Property is recorded at cost.
Depreciation is computed using straight-line and accelerated
methods over the estimated usefu] lives of the assets.
Expenditures for significant renewals and improvements are
capitalized. Ordinary repairs and maintenance are expensed as
incurred. Gains or losses on property dispositions are included
in income and the cost and related depreciation are removed
from the accounts.

Goodwill and Other Intangible Assets — Effective
January 1, 2002, the company adopted FAS No. 142,
Goodwill and Other Intangible Assets. Under this standard,
goodwill and intangible assets with indefinite lives are not
amortized, but are subject to impairment write-down tests that
must be performed at least annually. For years ending prior to
2002, goodwill was amortized on a straight line basis over
periods not exceeding 35 years. Other intangible assets are
amortized on a straight-line basis over their useful lives.

Revenue Recognition — Revenue from the sale of products
is recognized when title, ownership, and risk of loss pass to
the customer.

Shipping and Handling — Shipping and handling expenses
for products sold to customers are charged to cost of products
sold as incurred. Amounts billed to customers for shipping
and handling are included in net sales.

Research and Development — Research and development
costs are charged to cost of products sold as incurred.

Income Taxes — Deferred income taxes are provided for
temporary differences between financial and tax reporting.
Deferred tax assets and liabilities are measured using enacted
tax rates in effect for the year in which those temporary differ-
ences are expected to be recovered or settled. If it is more
likely than not that some portion or all of a deferred tax asset
will not be realized, a valuation allowance is recognized. No
provision is made for possible U.S. taxes on the undistributed
earnings of foreign subsidiaries that are considered to be rein-
vested indefinitely. Calculation of the unrecognized deferred
tax liability for temporary differences related to these earnings
is not practicable. Where it is contemplated that earnings will
be remitted, credits for foreign taxes already paid are expected
to generally offset applicable U.S. income taxes. In cases
where they will not offset U.S. income taxes, appropriate pro-
visions are recorded.

Stock-Based Compensation Plans — The company
applies the intrinsic value-based method in accordance with
Accounting Principles Board Opinion No. 25, Accounting for
Stock Issued to Employees. Accordingly, no compensation
cost is recognized for stock option grants. Compensation cost
for restricted stock awards is measured at the market value of
the shares when awarded. Unearned stock compensation is
reported in shareholders’ equity and is charged to income over
the restriction period.

Recently Issued Accounting Standards — FAS 143,
Accounting for Asset Retirement Obligations, addresses
accounting and reporting for obligations associated with the
retirement of tangible long-lived assets. The company does
not expect that the adoption of this statement, which is
effective January 1, 2003, will have a significant effect on
its results or financial position.

FAS 146, Accounting for Costs Associated with Exit or
Disposal Activities, requires that costs associated with exit or
disposal activities be recognized when the liability is incurred
rather than at the date of commitment to an exit or disposal
plan. FAS 146 is effective for exit or disposal activities that
are initiated after December 31, 2002. The company does not
expect that the adoption of this statement will have a signifi-
cant effect on its results or financial position.

FIN 45, Guarantor’s Accounting and Disclosure
Requirements for Guarantees, Including Indirect Guarantees
of Indebtedness of Others, elaborates on the disclosures to be
made by a guarantor about its obligations under certain guar-
antees that it has issued and requires the recognition of a
liability at fair value by the guarantor at the inception of a
guarantee. The disclosure requirements are effective as of
December 31, 2002. The initial measurement and recognition
provisions of FIN 45 are required to be applied on a prospec-
tive basis to guarantees issued or modified after December 31,
2002. The company does not expect that the adoption of this
interpretation will have a significant effect on its financial
statements.
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NOTES TO CONSCLIDATED FINANCIAL STATEMENTS

Note 2 - Segment Information

The company is organized into three geographic operating segments: North America, Europe, and International. The company is
engaged in the manufacture and sale of safety and health equipment, including respiratory protective equipment, head protection,
eye and face protection, hearing protectors, safety clothing, industrial emergency care products, mining safety equipment, thermal
imaging cameras and monitoring instruments. In addition, the company manufactures and sells specialty chemicals, including boron-

based chemicals.
Reportabie segment information is presented in the following table:

{ln thousands) Neooth Recenciling Consolidated
America Europe Intemnaticnal items totals
2002
Sales to external customers .. ......... ... ... ... ... $369,728 $122,377 § 72,206 $ 115 $564,426
Intercompany sales ............. . ... .. .. . ... 21,472 35,733 3,116 (60,321)
Net income from continuing operations .............. 26,732 2,519 2,372 (410) 31,213
Net income from discontinued operations . .. .......... 3,864 3,864
Total assets continuing operations ... ............... 363,999 145,663 50,364 (25,323) 534,703
Assetsheldforsale ............. ... ... ... ...... 45,062 45,062
Interestincome ... ... ... 424 142 281 106 953
Interest expense . ..... ... .. ... L. 4,501 67 201 4,769
Noncash items:
Depreciation and amortization .. .................. 16,012 4,448 1,047 20 21,625
Pension income (expense) .. ............. ....... 16,360 (3,123) (112) 13,125
Equity in earnings of affiliates .......... ... ... ... ... 23 23
Income tax provision . ... ... ... 13,900 1,056 1,647 267 16,870
Investments in affiliates . ....... ... ... . ... ... ... 1,374 158 1,632
Property additions .. ....... ... ... .. ... .. .. ... ... 15,412 3,698 831 5 19,946
Fixedassets ................... e 95,411 25,329 4,824 41 125,605
2001
Sales to external customers . ... ... ... . ... 343,646 94,187 71,735 168 509,736
Intercompany sales . ... ... ... ... 20,074 21,668 2,124 (43,866)
Net income from continuing operations . .. .........., 22,575 130 3,619 (473) 25,851
Net income from discontinued operations . .. .......... 5,780 5,780
Total @SSEtS ... . ... 399,912 96,372 48,816 (24,402) 520,698
Interestincome ....... ... ... . ... ... 513 146 408 116 1,183
Interest expense . ... ... ... 4,844 156 349 5,349
Noncash items:
Depreciation and amortization ... ................. 17,714 3,680 1,170 26 22,590
Pension income (expense) ......... ... .......... 17,885 {2,783) (140) 14,962
Equity in earnings of affiliates .. ........... ... ...... 40 40
Income tax Provision ... ......... it 15,094 900 1,732 27 17,753
Investments in affiliates .. ............ ... . ... ..., 1,374 135 1,509
Property additions ... ...... ... ... . . ... .. ... 13,407 4,916 1,621 43 19,987
Fixed assets .. ...... ... 127,461 18,118 6,033 49 151,661
207D
Sales to external customers . ............... ... . ... 295,789 99,119 73,199 200 468,307
Intercompany Sales . ........... ... 25,573 16,389 1,453 (43,415)
Net income from continuing operations . ............. 17,625 (2,225) 3,624 (36) 18,888
Net income from discontinued operations ... .......... 4,351 4,351
Total assets . ... ... ... 365,035 93,955 50,296 (19,603) 489,683
Interest income . ... ... .. 604 285 329 25 1,243
Interest expense . ... . ... 3,329 216 495 4,040
Noncash items:
Depreciation and amortization . ... ................ 16,123 3,374 1,314 125 20,936
Pension income (expense) . ..................... 16,640 (1,552) (188) 14,900
Equity in earnings of affiliates .. ... ... ... ... ..... 25 25
Income tax provision (benefit) . ... ...... ... ... . . ... 8,721 (2,041) 1,776 75 8,531
Investments in affiliates .. ...... ... ... ... .. ... ... 1,358 95 1,453
Property additions . ....... ... . . ... . .. ... 10,738 3,630 1,694 5 16,067
Fixedassets ................ ... i 132,597 20,681 6,290 18 159,586

Reconciling items consist primarily of intercompany eliminations and items reported at the corporate level.
Sales are attributed to segments and countries based on the location of the selling company. Sales to external customers in
Germany were $50,925,000 in 2002, $46,865,000 in 2001, and $47,471,600 in 2000.




Note 3 - Income Taxes
The U.S. and non-U.S. components of income before income taxes and provisions for income taxes are summarized as follows:

Income From Continuing Operations Before Income Taxes

U.S. income

Eliminations

income Before Income Taxes

Provision For Income Taxes

Current
Federal
State

Deferred
Federal
State
Non-U.S.

Total current provision

Total deferred provision
Provision for Income Taxes

The following is a reconciliation of the U.S. Federal income tax rate
to the effective tax rate for continuing operations:

Provision for income taxes at statutory rate
State income taxes, net of federal benefit
Effects of foreign operations
Charitable contribution
Valuation allowance
Adjustment of prior years income taxes

Other—net

The components of deferred taxes are as follows:

Deferred tax assets

Postretirement benefits
Inventory reserves
Vacation allowances
Net operating losses

Total deferred tax assets
Valuation allowance
Net deferred tax assets

Deferred tax liabilities

Depreciation

Pension . . ..
Other ......
Total deferred tax liabilities
Net deferred taxes

Currency translation losses

Foreign tax credit carryforwards (expiring between 2003 and 2007)
Liability insurance
Basis of capital assets
Intangibles . .
Warranties . .
Other ... ...

(In thousands)
2002 2 207
$47,850 $34,190  $25,422
10,190 6,226 6,080
(317) (776)
{9,640} 3.964 {4,083)
48,083 43,604 27,419
8,115 5,370 1,199
610 404 512
3,380 2,720 3.388
12,105 8,494 5,099
4101 8,377 5,150
936 1,732 1,137
(272) (850} (2,855)
4,765 9,259 3,432
16,870 17,753 8,631
35.0% 35.0% 35.0%
2.9 3.2 39
(.5) 4 (3.5
(1.4)
3.2 23
(3.8) (3.4)
(.3) (.2) (.9)
35.1% 40.7% 31.1%
2002 2001
$ 5,628 $ 5,701
4,836 3,463
2,560 2,441
5,023 6,629
1,975 2,099
1,363 1,931
5,105 886
1,371 879
1,016 897
3,734 2,504
32,611 27.330
{1,975 (1,000
30,636 26,330
(26,213) (24,234)
{37,290) (32,511)
(333) 689
(63,842) (56,056)
{33,206) {29,726}

Net operating loss carryforwards of $4,552,000 have no expiration date and $471,000 expire in 2008.
Undistributed earnings of international companies for which U.S. income taxes have not been provided were $85,535,000 at
December 31, 2002,
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Note 4 — Capital Stocl
o Common stock, no par value - 60,000,000 shares authorized
o Second cumulative preferred voting stock, $10 par value - 1,000,000 shares authorized; none issued
o 4'12% cumulative preferred nonvoting stock, $50 par value - 100,000 shares authorized; 71,373 shares issued and 50,313 shares
($1,629,000) held in treasury (no activity in 2002 and 2000; 600 shares, $21,000, purchased for treasury in 2001)

Common stock activity is summarized as follows:

Shares Dollars {In thousands)
Stock Stock

Shares Compensation Shares in Shares Compensation Treasury

Issued Trust Treasury Issued Trust Cost
Balances January 1,2000 ................... 6,778,699 (667,630) (1,919,298) $12596 $(26,679) $(95,154)
Restricted stock awards (pre-split) ............. 19,760 318 929
Treasury shares purchased (pre-split) . .......... (74,616) (4,994)
Three-for-one stock split . .................... 13,657,198 {1,095,740) (3,987,828}
Restricted stock awards forfeited (post-split) . . ... (2,790) (58)
Stock options exercised (post-split) . ........... 4,290 21 67
Treasury shares purchased (post-split) .......... (2,009,322) (49,954)
Treasury shares issued (post-split) ........... .. 1,125,000 5,906 21,094
Balances December 31,2000 ................ 20,335,797 (1,639,320) (6,868,854) 18,841 (25,683) (129,066)
Restricted stockawards ... .................. 860 12 13
Restricted stock awards forfeited . ............ (3,900) (80}
Stock opticns exercised .. ......... ... ... 147,254 223,087 4,226 3,491
Tax benefit on exercise of stock options ... .. ... 2,307
Treasury shares purchased . . ................. (94,197) (3,206)
Balances December 31,2001 ................ 20,483,051 (1,415,373) (6,966,951) 25,386 (22,179) (132,352)
Restricted stock awards ... .................. 23,198 915
Stock options exercised . ... ... ... ... 73,860 30,744 1,786 482
Tax benefit on exercise of stock options ... ... .. 539
Treasury shares purchased . .................. (21,600} (846)
Balances December 31,2002 ................ 20,580,109  (1,384,629) (6,988,451) 28,626 (21,697) (133,198)

On May 10, 2000, the company’s shareholders approved a three-for-one stock split of both the issued and authorized common
stock, which was distributed on May 24, 2000, to shareholders of record on May 12, 2000.

During 2000, the company purchased 2.1 million shares of common stock from a major shareholder for $54.9 million. In a subse-
quent transaction, the company sold 1,125,000 shares of common stock that were held in treasury to the MSA Non-Contributory
Pension Plan for Employees for $27.0 million.

The Mine Safety Appliances Company Stock Compensation Trust was established to fund certain benefit plans, including employee
and non-employee directors stock options and awards. Shares held by the Stock Compensation Trust, and the corresponding cost of
those shares, are reported as a reduction of common shares issued. Differences between the cost of the shares held by the Stock
Compensation trust and the market value of shares released for stock-related benefits are reflected in shares issued.

The company has a Shareholder Rights Plan under which each outstanding share of common stock is granted one-third of a
preferred share purchase right. The rights are exercisable for a fraction of a share of preferred stock, only if a person or group
acquires or commences a tender offer for 15% or more of the company’s common stock. In the event a person or group acquires
15% or more of the outstanding common stock, each right not owned by that person or group will entitle the holder to purchase that
number of shares of common stock having a value equal to twice the $225 exercise price. The Board of Directors may redeem the
rights for $.01 per right at any time until ten days after the announcement that a 15% position has been acquired. The rights expire
on February 21, 2007.
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Note 5 - Stock Plans

The 1998 Management Share Incentive Plan provides for grants of restricted stock awards and stock options to eligible key
employees through March 2008. The 1990 Non-Employee Directors’ Stock Option Plan, as amended April 1, 2001, provides for
annual grants of stock options and restricted stock awards to eligible directors. As of December 31, 2002, there were 824,625 shares
and 66,432 shares, respectively, reserved for future grants under these plans.

Restricted stock awards are granted without payment to the company in consideration of services to be performed in the ensuing
three years (four years for employee awards prior to 2002). Restricted stock awards of 23,198 shares (fair value of $915,000), 860
shares (fair value of $25,000), and 19,760 pre-split shares (fair value of $1,247,000) were granted in 2002, 2001, and 2000, respec-
tively. Restricted stock awards expense charged to operations was $766,000 in 2002, $437,000 in 2001, and $547,000 in 2000.

Stock options are generally granted at market value option prices, are exercisable beginning six months after the grant date, and
expire after ten years (limited instances of option prices in excess of market value and expiration after five years). A summary of
option activity under the two plans, adjusted to reflect the three-for-one stock split in May 2000, follows:

2002 2001 20T0
Weighted-Average Weighted-Average Weighted-Average
Shares  Exercise Price Shares Exercise Price Shares Enercise Price

Qutstanding at beginning of year . ... .. .. 413,487 $22.55 544,794 $20.08 305,379 $19.24
Granted ........ ... ... 184,055 39.51 244,344 25.38 267,120 21.11
Exercised ........... .. ... ... ... .. (104,604) 21.68 (370,341) 20.84 {4,290) 20.56
Forfeited .......................... (5,310) 18.79 (23,415) 19.30
QOutstanding atendofyear ........... . 492,938 29.06 413,487 22.55 544,794 20.08
Options exercisable at yearend ... ... ... 492,938 413,487 544,794

The following table summarizes information about options outstanding at December 31, 2002:

Range of Exercise Weighted-Average
Shares Price per Share Exercise Price  Remaining Life
163,450 $14.83 - $21.02 $20.74 6.6
145,433 $22.88 - $29.20 25.20 8.0
184,055 $39.26 - $43.88 39.51 8.7
492,938 $14.83 - $43.88 29.06 7.8

The company has adopted the disclosure-only provisions of FAS 123, Accounting for Stock-Based Compensation, and FAS 148,
Accounting for Stock-Based Compensation — Transition and Disclosure. Accordingly, no compensation cost has been recognized for
the company’s stock option plans. If the company had elected to recognize compensation cost based on the fair value of the options
at the grant date as prescribed by FAS 123 and FAS 148, net income and earnings per share would have been reduced to the

pro forma amounts shown below:
{ln thousands)

, 2002 2101 2000

Netincome asreported . . ... ... ... i $35,077 $31,631 $23,239
Fair value of stock options granted, netoftax .. .......... ... .. ... ... ... (1,717) (1,519 (1,464)
Proformanetincome . ... . .. .. 33,360 30,112 21,775
Basic earnings per share:

Asreported .. ... $ 288 $ 265 $ 189

Proforma . ... . . 2.74 252 1.77
Diluted earnings per share:

Asreported .. ... $ 285 $ 261 $ 188

Proforma . ... . e 2.71 2.49 1.76

The fair value of the options granted was estimated at the grant dates using the Black-Scholes option pricing model and the
following weighted average assumptions for options granted in 2002, 2001, and 2000, respectively: risk-free interest rate of 5.3%,
5.2%, and 7.0%; dividend yield of 2.0%, 2.1%, and 2.3%; expected option life of 9.9 years, 9.9 years, and 9.8 years; and expected
volatility factor of 23%, 23%, and 19%.
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Note 6 — Pensions and Other Postretirement Benefits

The company maintains various defined benefit and defined contribution plans covering the majority of its employees. The principal
U.S. plan is funded in compliance with the Employee Retirement Income Security Act (ERISA). It is the general policy to fund cur-
rent costs for the international plans except in Germany and Mexico, where it is common practice and permissible under tax laws to

accrue book reserves.

A minimum liability is recognized for unfunded defined benefit plans for which the accumulated benefit obligation exceeds
accrued pension costs. The amount of the minimum liability in excess of unrecognized prior service cost, net of tax benefit, is
recorded as a reduction in shareholders’ equity. Non-contributory plan benefits are generally based on years of service and
employees’ compensation during the last years of employment. Benefits are paid from funds previously provided to trustees or are

paid by the company and charged to the book reserves.

During 2001, the principal U.S. and German non-contributory pension plans were amended to permit the payment of certain

unfunded German benefits from assets of the U.S. plan.

The company provides certain health care benefits and limited life insurance for retired employees and their eligible dependents.
Information pertaining to defined benefit pension plans and other postretirement benefits plans is provided in the following table.

Change in Benefit Obligations
Benefit obligations at January 1 . .......... ... ...
SEIVICE COSt . .t e
INnterest oSt .. . ...
Employee contributions ... ... ...
Planamendments . ... ... e
Actuarial l0SSeS . . ...
Benefitspaid . . . ...
Curtailments . . ...
Settlements . ... ..
Currency translationeffects .. ... ... . ... . ... . ... . ... ...
Benefit obligations at December 31 ....... ... ... . ...
Change in Plan Assets
Fair value of plan assetsatJanuary 1 ............ ... ... ... .. ...
Actual retumonoplanassets . ......... .. ...
Employer contributions .. .. ... ... . .
Employee contributions .. ... ...
Benefitspaid . . .. ... ... . e
Section 420 transfer to retiree medicalplan ....... ... ... . ... ...
Reimbursement of German benefits .. ............ ... ... ... ...
Settlements .. ... . e
Currency translation effects . ........... ... ... ... ... ... ... . ...
Fair value of plan asseis at December31 . ... ......... ... ... .. ...
Funded Status
Funded status at December 31 ... ... . .
Unrecognized transition gains .. .......... ... ... .. ... .. ...
Unrecognized prior service cost . ....... ...
Unrecognized net actuarial losses (gains) .. ......................
Prepaid (accrued) benefitcost . . ....... ... ... . ... ... ...
Amounts Recognized in the Balance Sheet
Prepaid benefitcost . ... ... ... . . . ... ..
Accrued benefitliability . ... ... .. ... .. ..
Intangible asset . ... ... .
Minimum pension liability adjustments . ......... ... ... ... .. .....
Prepaid {accrued) benefitcost . . . ......... . ... .. .

{In thousands)
Pension Benefits Other Benefits
2002 2001 2002 20N
$193,603 $177,032 $21,835  $19,370
5,378 4,645 392 502
12,917 12,393 1,404 1,488
214 231
454 (1,319)
11,666 14,594 487 2,484
(12,242) (11,998) (2,122) (2,009)
(167)
(1,245)
6,020 (1,882)
218,010 193,603 20,677 21,835
314,122 324,824
(32,599) 5,383
2,433 1,177 122 94
263 231
(12,242) (11,998} (2,122) (2,009)
(2,000) (1,915) 2,000 1,915
(719) (1,888)
(1,245)
578 447)
269,836 314,122
51,826 120,519 (20,677)  (21,835)
{(137) {748)
1,647 1,488 (2,138) (957)
9,846 (65,695) 6,768 6,833
63,182 55,564 (16,047) (15,959
107,338 92,437
(46,226) (38,987) (16,047) (15,959)
557 696
1,513 1,418
63,182 55,564 (16,047) {15,959)
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{In thousands, except percents)

Pension Benefits Other Benefits
2002 2001 2002 2001
Actuarial Assumptions at December 31
DISCOUNT TALE .. ... eae e 6.4% 6.8% 7.0% 7.5%
Expected return on plan @SSEtS. ..o 8.2% 9.0%
Rate of compensation INCrEASES.........vvriiei i 3.9% 42%
Ptans with Accumulated Benefit Obligations in Excess of Plan Assets
Projected benefit OblgationS .......ccooviviviieiiiece e $57,196  $40,547
Accumulated benefit obligationS .....c.ovveveiiee 50,494 37,759
PIaN ASSEIS ..o 0 0
(in thousands) Pension Benefits Cther Benefits
Components of Net Periodic Benefit Cost (Credit) 2002 2001 2000 2002 2001 2000
SEIVICE COST..oiviiiiiiiecveieeie et $ 5378 $ 4645 $ 4,358 $ 392 $ 502 §$ 409
INTEreSt COST ..ot 12,917 12,393 12,637 1,404 1,488 1,390
Expected return on plan assets ..o (27,332)  (27,202) (25,181)
Amortization of transition @sset.......ccccooviveiivrivennn. (592) (5697) (624)
Amortization of prior SEMVICE COSt ...oovviivviiivrivieene. 298 300 302 (138) (108) (108)
Recognized net actuarial {gains) losses ..................... (3,794) (4,745) (3,914) 552 377 310
Settlement GaiN............cccvi e (2,093)
Curtailment 10SS (ain} ....ccovocovevieeeeeeece e, 244 (285)
Net periodic benefit (credit) cost.....coviiivieiiiriinnee. (13,126) (14,962)  (14,900) 2,210 2,269 2,001

For measurement purposes, a 7.5% increase in the costs of covered health care benefits was assumed for the year 2002, decreasing
by .5% for each successive year to 4% in 2009 and thereafter. A one-percentage-point change in assumed health care cost trend rates
would have increased or decreased the other postretirement benefit obligations and current year plan expense by approximately $1.0
million and $100,000, respectively.

Expense for defined contribution pension plans was $3,049,000 in 2002, $2,739,000 in 2001, and $2,619,000 in 2000.

The U.S. defined benefit pension plan owned 1,016,500 shares (market value $32.8 million) at December 31, 2602 and 1,072,500
shares (market value $43.1 million) at December 31, 2001 of the company’s common stock. The pension plan received dividends of
$666,650 and $601,200, respectively, on these shares.

Note 7 — Short-Term Delbt

Short-term bank lines of credit amounted to $18,664,000 of which $9,568,000 was unused at December 31, 2002. Generally, these
short-term lines of credit are renewable annually, and there are no significant commitment fees or compensating balance require-
ments. Short-term borrowings with banks, which exclude the current portion of long-term debt, were $9,096,0600 and $2,167,000 at
December 31, 2002 and 2001, respectively. The average month-end balance of total short-term borrowings during 2002 was
$3,100,000 while the maximum month-end balance of $9,096,000 occurred at December 31, 2002. The average interest rate during
2002 was approximately 6% based upon total short-term interest expense divided by the average month-end balance
outstanding, and 3% at year-end.

Note 8 - Leases

The company leases office space, manufacturing and warehouse facilities, automobiles and other equipment under operating lease
arrangements. Rent expense was $6,879,000 in 2002, $6,020,000 in 2001, and $5,917,000 in 2000. Minimum rental commitments
under noncancelable leases are $2,583,000 in 2003, $1,903,000 in 2004, $1,293,000 in 2005, $835,0C0 in 2006, $645,000 in 2007,
and $2,249,000 after 2007.

Note 9 - Earnings per Share

Basic earnings per share is computed on the weighted average number of common shares outstanding during the period. Diluted
earnings per share includes the effect of the weighted average stock options outstanding during the period, using the treasury stock
method. Antidilutive options are not considered in computing diluted earnings per share.

(In thousands)

2002 2800 2000
Net income from continuing operations . . ... . ... .. .. e $31,213 $25,851 $18,883
Preferred stock dividends ... ... .. ... . (47) (48) (49)
Income available to common shareholders .. ......... .. .. .. 31,166 25,803 18,839
Basic shares outstanding . . . .. ... 12,171 11,910 12,301
Stock OpHIONS . . . . . 124 169 55
Diluted shares outstanding . . . ... .o 12,295 12,079 12,356
Antidilutive stock Options . .. . ... 184 0 18
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Note 10 — Accounts Receivable Securitization

The company has securitization agreements with Mine
Safety Funding Corporation (MFS) under which the company
sells MSF, on a continuous basis, an undivided interest in
eligible trade accounts receivable generated by the company,
while maintaining a subordinated interest in a portion of the
receivables. MSF is an unconsolidated wholly-owned, bank-
ruptcy-remote subsidiary of the company. Financial assets, net
of retained interests, are removed from the balance sheet
when the assets are sold and control is surrendered. The com-
pany services the sold receivables for MiISF at market rates
and, accordingly, no servicing asset or liability has been
recorded. MSF and the company have also entered into secu-
ritization agreements with financial institutions under which
MSF may sell up to $30 million of accounts receivable to a
multi-seller asset-backed commercial paper issuer.

At December 31, 2002, accounts receivable of $66.2 mil-
lion were owned by MSF. The company held a subordinated
interest in these receivables of $36.5 million, of which $35.5
million is classified as other receivables. Net proceeds to the
company from the securitization arrangement were $29.0 mil-
lion at December 31, 2002. The company incurred net costs
associated with the securitization facility of $2.1 million in
2002, representing the discount loss on the sale of the receiv-
ables, partially offset by related servicing income and divi-
dends received from MSF. The net cost includes $884,000 in
bad debt expense borne by MSF during 2002.

At December 31, 2001, accounts receivable of $65.0 mil-
lion were owned by MSE. The company held a subordinated
interest in these receivables of $39.3 million, of which $38.3
million is classified as other receivables. Net proceeds to the
company from the securitization arrangement were $25.0 mil-
lion at December 31, 2001. The company incurred net costs
associated with the securitization facility of $2.3 million in
2001, representing the discount loss on the sale of the receiv-
ables, partially offset by related servicing income and divi-
dends received from MSF. The net cost includes $598,000 in
bad debt expense borne by MSF during 2001.

The key economic assumptions used to measure the
retained interest at December 31, 2002 were a discount rate of
3.7% and an estimated life of 2.5 months. At December 31,
2002, an adverse change in the discount rate or estimated life
of 10% and 20% would reduce the fair value of the retained
interest by $51,000 and $102,000, respectively. The effect of
hypothetical changes in fair value based on variations in
assumptions should be used with caution and generally cannot
be extrapolated. Additionally, the effect on the fair value of
the retained interest of changing a particular assumption has
been calculated without changing other assumptions. In reality,
a change in one factor may result in changes in others.

Note 11 — [nventeries

{Im thousands)
2002 2001
Finished products . ................ $28,964 $30,375
Work inprocess ................ .. 14,936 12,099
Raw materials and supplies ... ....... 32,848 35,400
Total inventories .................. 76,748 77,874

Excess of FIFO costs over LIFO costs . 39,431 38,059

Inventories stated on the LIFO basis represent 38%, 52%,
and 45% of the total inventories at December 31, 2002, 2001,
and 2000, respectively.

Reductions in certain inventory quantities during 2002
and 2000 resulted in liquidations of LIFO inventory quantities
carried at lower costs prevailing in prior years. The effect
of these lignidations reduced cost of sales by $387,000 in
2002 and $1,920,000 in 20090, and increased net income by
$235,000 ($.02 per share) and $1,171,000 ($.10 per share),
respectively.

Note 12 - Long-Term Debt
{In thousands)

2002 2001
u.s.
Industrial development debt issues
payable through 2022, 1.6% ....... $10,750 $10,750
Series B Senior Notes
payable through 2006, 7.69% ...... 16,000 20,000
Senior Notes
payable through 2012, 83%9% ... ... 40,000 40,000
Other .......... . ... ... ....... 200 38
International
Various notes payable through 2007,
49%1t095% ................ ... 2,364 8638
Total ... ... .. ... . ... 69,314 71,656
Amounts due within oneyear ........ 4,964 4,275
Long-termdebt ......... ... ... ... . 64,350 67,381

Approximate maturities of these obligations over the next
five years are $4,964,000 in 2003, $4,679,000 in 2004,
$4,557,000 in 2005, $8,140,000 in 2006, and $87,000, in
2007. Some debt agreements require the company to maintain
certain financial ratios and minimum net worth and contain
restrictions on the total amount of debt.

Note 13 — Research and Development Expense
Research and development expense was $20,372,000 in
2002, $16,740,000 in 2001, and $15,988,000 in 2000.

Note 14 — Other Income
{Im thousands)

2002 2001 2000
Interest . ............... $ 953 $1,183 $1,243
Rent ................. . 710 739 957
Dividends .............. 725 625 555
Dispositions of assets ... .. (864) (136) {528}
Other,net .............. 747 365 217
Total . ...... ... ... .. ... 2,271 2,776 2,444
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Note 15 - Goodwill and Intangible Assets

During 2002, the company adopted FAS No. 142, Goodwill
and Other Intangible Assets. Under this standard, goodwill
and other intangible assets with indefinite lives are not
amortized, but are subject to impairment tests that must be
performed at least annually. Transitional impairment tests
performed as of January 1, 2002 indicated that no goodwill
impairment existed and as a result the company did not recog-
nize a transitional impairment loss. Annual goodwill impair-
ment tests performed during the fourth quarter also indicated
that no goodwill impairment existed and as a result the com-
pany has not recognized an impairment loss.

The effects of adopting the non-amortization provisions of
FAS 142 on net income from continuing operations and basic
earnings per share were as follows:

{In thousands, except per share amounts)

2002 2001 2010

Reported net income from

continuing operations . . . . . $31,213 $25,851 $18,888
Goodwill amortization, net of tax 1,365 964
Adjusted net income from

continuing operations . . . . . 31,213 27216 19,852

Basic earnings per share:
Reported net income from

continuing operations . . . . . $2.56 $2.17 $1.54
Goodwill amortization, net of tax A1 07
Adjusted net income from

continuing operations . . . . . 2.56 2.28 1.61

Intangible assets include non-compete agreements that will
be fully amortized in 2003 and patents that will be fully amor-
tized in 20035. These items are included in other noncurrent
assets. At December 31, 2002, intangible assets totaled
$171,000, net of accumulated amortization of $1.0 million.
Intangible asset amortization expense is expected to be
$115,000 in 2003, $52,000 in 2004, and $4,000 in 2005.

Changes in goodwill and intangible assets, net of accumu-
lated amortization during the year ended December 31, 2002
were as follows:

{In thousands)

Goodwill  [ntangibles
Net balances at January 1, 2002 $33,722 $526
Goodwill acquired 7,863
Amortization expense (355)
Currency translation and other 1,378
Net balances at December 31, 2002 42,963 171

There are no goodwill or intangible assets related to discon-
tinued operations.

Mote 16 — Acguisitions

On April 30, 2002, the company acquired CGF Gallet of
Lyon, France. Gallet is the leading European manufacturer of
protective helmets for the fire service, as well as head protec-
tion for the police and military. The acquisition of Gallet com-
plements the company’s strong existing line of fire service
products and provides the opportunity to capitalize on oppor-
tunities in other areas where Gallet is strong — such as the law
enforcement, military, and aviation markets. Gallet’s results of
operations have been included in the company’s consolidated
financial statements from the acquisition date.

The aggregate purchase price was $16.6 million of cash and
includes amounts paid to the previous owners and other direct
external costs associated with the acquisition. The acquisition
was recorded using the purchase method of accounting and,
accordingly, the purchase price was allocated to assets
acquired and liabilities assumed based on their estimated fair
values at the acquisition date. The following table summarizes
the estimated fair values of the Gallet assets acquired and the
liabilities assumed at the date of acquisition:

April 30
(In thousands) 2002
Currentassets .. ... $17.427
Property ... ..o 5,800
Goodwill .. ... ... 7,863
Total assets acquired . ....... ... ... ..... 31.090
Current ligbilities .. .............. ... .... 11,093
Longtermdebt ... ... . ... .. ... .. 3.016
Other liabilities . ..................... .. 349
Total liabilities assumed .. ............... 14,458
Netassetsacquired .................... 16,632

Goodwill related to the Gallet acquisition, which is primarily
included in the European operating segment, is not expected
to be deductible for tax purposes.

On February 1, 2001, the company acquired Surety
Manufacturing and Testing, Ltd. (Surety), a leading provider
of fall protection equipment and rescue systems. The acquisi-
tion was recorded using the purchase method of accounting.
The purchase price of $7.1 million was allocated to assets
acquired and liabilities assumed based on estimated fair values
and included $5.6 million in goodwill, which is included in
the North American operating segment.

During 2000, the company acquired IS1 Group, Inc. (ISIG)
and CairnsHELMETS (Cairns). The acquisitions were recorded
using the purchase method of accounting. The aggregate pur-
chase price of $29.7 million was allocated to assets acquired
and liabilities assumed based on estimated fair values and
included $24.9 million in goodwill, which is included in the
North American operating segment.

The results of operations of Surety, ISIG, and Cairns are
included in the financial statements from their respective
acquisition dates. Goodwill associated with acquisitions com-
pleted after June 30, 2001 has not been amortized.

The following unaudited pro forma summary presents the
company’s consolidated results as if the acquisitions had
occurred at the beginning of 2000. The pro forma information
does not necessarily reflect the actual results that would have
occurred and is not necessarily indicative of future results of
operations for the combined companies.

{In thousands, except eamings per share)

2002 2001 2000

Netsales .............. $578,252 $535,317 $511,941
Net income from

continuing operations . .. 32,189 26,563 18,588
Basic earnings per share .. 264 2.23 1.51
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Note 17 - Discontinued Operations {In thousands)

In November 2002, the company announced its decision to 2002 2101 2030
explore strategic options, including the sale, of the Callery Netsales ................... $29,473 33,120 $32,060
Chemical Division. Callery Chemical Division develops, Income before income taxes ... 67147 9282 6631
manufactures, and sells specialty chemicals, including alkali Provision for income taxes . ..... 2,283 3502 2,280
metal strong bases and borane chemicals, for use in pharma- Net income from
ceuticals, agricultural chemicals, plastics, and a number of discontinued operations .. ... .. 3864 5780 4351
other applications. Current discussions with potential
purchasers could result in the division being sold for a At December 31, 2002, net assets of Callery Chemical
gain during 2003. Division classified as held for sale consisted of the following:

The results of the Callery Chemical Division, as summa-
rized below, have been classified as discontinued operations {In thousands)
for all periods presented. The results for 2002 include $42,600 Accounts receivable and other current assets . .. $ 7,983
of expenses directly related to disposal activities. Inventory ... 7,708

Property, net ... ....... ... . . 29,374
Netassetsheldforsale .................... 45,062
Naote 18 — Contingencies
Various lawsuits and claims have been or may be instituted or asserted against the company, including those pertaining to prod-
uct liability. While the amounts claimed may be substantial, the ultimate liability of the company may not be determinable
because uncertainties exist. Based on information currently available, management believes that the disposition of matters that

are pending or asserted will not have a materially adverse effect on the financial position of the company.

Note 19 - Quarterly Financial Information (Unaudited)

2002 20017
{In thousands, except earnings per share) Quarters Quarters
1st 2nd 3rd 4th ~ Year 1st 2nd 3rd 4th Year

Netsales................. .... $128,058 $141,862 $143,398 $151,108 $564,426 $124,839 $126,179 $131,101 $127,617 $509,736
Grossprofit .. .......... ... ... 50,271 51,896 53,000 57,222 212,839 48,809 47922 50,746 52579 200,056
Net income from continuing operations 7724 7897 5323 10269 31,213 6,195 6577 7303 6776 2585
Net income from discontinued

operations . . ........ ... . ... 260 1,687 470 1,547 3,864 1,652 1,397 480 2,241 5,780
Netincome .................. 7,984 9,484 5793 11,816 35077 7,847 6,974 7,793 9,017 31,631
Basic earnings per share:
Continuing operations . ......... 64 65 44 84 256 52 47 61 56 247
Discontinued operations . ....... 02 A3 03 13 32 14 12 04 19 48

Total . ... ... ... ... ... .... 66 .78 47 97 288 66 59 85 75 265
Difuted earnings per share:
Continuing operations .. ........ 63 64 43 83 254 52 46 60 55 213
Discontinued operations ... ... .. 02 13 04 13 31 14 12 04 18 48

Total ... ... .. 65 77 47 96 285 66 58 .64 73 261
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SUMMARY OF SELECTED FINANCIAL DATA

{in theusands, except as noted) 2002 2001 2000 1939 1998
Summary of Operaticns

Net sales $564,426  $509,736  $468,307  $462,166  $460,973
Other income 2,271 2,776 2,444 3,619 6,354
Cost of products sold (see note a below) 351,687 309,680 293,960 297,922 291,347
Selling, general and administrative (see note a below) 140,924 130,092 124,840 131,281 135,627
Depreciation and amortization 21,525 22,590 20,936 20,550 19,812
Interest expense 4,769 5,349 4,040 3.916 3,017
Currency exchange (gains) losses (191) 1,197 (444) (694) 315
Provision for income taxes 16,870 17,753 8,531 3,098 5,885
Net income from continuing operations 31,213 25,851 18,888 9,712 11,224
Net income from discontinued operations 3,864 5,780 4,351 6,614 7,051
Change in reporting period, net of tax (see note b below) (1,192)

Net Income 35,077 31,631 23,239 15,134 18,275
Basic per common share caontinuing operations (in dollars) 2.56 2.17 1.54 .85 84
Diluted per common share continuing operations {in dollars) 2.54 2.13 1.83 .65 .84
Dividends paid per common share (in dollars) .B5 .54 47 44 44
Weighted average number of common shares outstanding—basic 12,171 11,910 12,301 12,972 13,290
Year-End Position

Working capital (see note ¢ below) $138,182 $135,186  $114,175 $123,085  $119,203
Working capital ratio (see note ¢ below) 2.4 2.6 2.3 2.5 2.1
Net property 125,605 151,661 159,686 163,509 | 164,561
Total assets 579,765 520,698 489,683 451,741 457,721
Long-term debt 64,350 67,381 71,806 36,550 11,919
Common shareholders’ equity 288,009 252,451 225,382 241,374 241,743
Equity per common share (in dollars) 23.59 20.86 19.06 18.75 18.40
Market capitalization 393,677 485,844 297,169 274,624 310,904
Notes:

a. Noncash pension income, pre-tax $ 13,125 $14,962 $14,900 $10,175 $10,344

Cost of products sold and selling, general and administrative expenses include noncash pension income.

b. In 1999, the fiscal year end for certain international affiliates was changed from November 30th to December 31st. The after-tax
effect of the change in reporting period is included in the 1999 income statement as a change in accounting principle.

c. Working capital at December 31, 2002 excludes assets held for sale.
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MSA

Principal Operations

North America
Mine Safety Appliances Company,
Corporate Headquarters — Pittsburgh, PA
Manufacturing — Clifton, NJ; Cranberry Twp., PA;
Englewood, CO; Evans City, PA;
Jacksonville, NC; Murrysville, PA;
Newport, VT, Sparks, MD
Research — John T. Ryan Memorial Laboratory,
Cranberry Twp., PA
Callery Chemical, Evans City, PA
MSA Canada, Toronto; MSA Gallet, Quebec
MSA de Mexico, S.A. de C.V., Mexico City

Europe
MSA Europe (Headquarters), Berlin, Germany
Aritron Instrument A.G., Forch, Switzerland
MSA-Auer Almay, Almary, Kazakhstan (Service Center/Office)
MSA Auer, Berlin, Germany
MSA-Auer GmbH, Czech 0.z., Praha, Czech (Service Center)
MSA-Auer Polska Sp. z 0.0., Warsaw, Poland
MSA-Auer Poznan, Poznan, Poland (Service Center)
MSA-Auer Hungaria Safety Technology, Budapest, Hungary
MSA-Auer Kiev, Kyiv, Ukraine (Representative Office)
MSA-Auer Miskele, Tiszaujvaros, Hungary (Service Center)
MSA-Auer GmbH Romania, 0.z., Bucuresti, Romania (Branch)
MSA-Auer Petrosani, Petrosani, Romania (Service Center)
MSA-Auer Sicherheitstechnik Vertriebs GmbH, Absdorf, Austria
MSA-Auer GmbH, Slovakia o0.z., Pezinok, Slovakia (Service Center)
MSA-Auer Szczecin, Szczecin, Poland (Service Center)
MSA Belgium, N.V., Lier
MSA (Britain) Limited, Glasgow
MSA Espaticla, S.A., Barcelona
MSA de France, Paris
MSA Gallet, Chatillon sur Chalaronne, France;

Mohammedia, Morocco
MSA Italiana S.p.A., Milan
MSA Nederland, B.V., Hoorn
MSA Nordic, Malmo, Sweden

[mternational

MSA Africa (Pty.) Ltd., Johannesburg

MSA de Argentina S.A., Buenos Aires

MSA (Aust.) Pty. Limited, Sydney

MSA (Australia), Auckland, New Zealand (Branch Office)
MSA do Brasil Ltda., Sdo Paulo

MSA de Chile Ltda., Santiago

MSA (India) Limited, Calcutta

MSA Japan Ltd., Tokyo

MSA Middle East, Abu Dhabi, U.A.E.

MSA del Peru S.A.C., Lima

MSA S.E. Asia Pte. Ltd., Singapore

MSA Zimbabwe (Pvt.) Limited, Harare

Wuxi-MSA Safety Equipment Co., Ltd., Wuxi, China

Board of Directors
John T. Ryan ITT (1) (4)
Chairman of the Board and Chief Executive Officer
Joseph L. Calihan (2) (4)
Managing Partner ~ Bradford Capital Partners
(venture capital investments and acquisitions)
Calvin A. Campbell, Jr. (2) (3) (4)
Chairman, President and Chief Executive Officer
Goodman Equipment Corporation
(manufacturer of underground mining and tunneling
locomotives and parts and services for plastics injection
molding machinery)
James A. Cederna (2) (3)
Former Chairman, President and Chief Executive Officer
Calgon Carbon Corporation (air and water purification)
Thomas B. Hotopp (1)
Retired President
Mine Safety Appliances Company
L. Edward Shaw, Jr. (3) (4)
Executive Vice President and General Counsel — Aetna, Inc.
(health care and group benefits)
John C. Unkovic (3) (4)
Partner and General Counsel ~ Reed Smith LLP
(full service law firm)
Thomas H. Witmer (1) (2) (3)
Retired President and Chief Executive Officer — Medrad, Inc.
(medical products manufacturer)

(1) Member of Executive Committee

(2) Member of Audit Committee

(3) Member of Compensation Committee
(4) Member of Nominating Committee

Director Emeritus
Eugene W. Merry

Officers
John T. Ryan III
Chairman of the Board and Chief Executive Officer
James H. Baillie
Vice President; President, MSA Europe
Joseph A. Bigler
Vice President
Kerry M. Bove
Vice President
Roberto Cariizares
Vice President; President, International
Benedict DeMaria
Vice President
William M. Lambert
Vice President; President, North America
Douglas K. MeClaine
Secretary and General Counsel
Dennis L. Zeitler
Vice President, Chief Financijal Officer and Treasurer
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ORGANIZATION

William M. Lambert

Roberto Cafiizares

NEW MSA LEADERSHIP

MSA made five key appointments to its
management team in 2002.

William M. Lambert, a 21-year veteran of
MSA, was elected President, North America.
Since 1996, Bill has led the Safety Products
Division through an era of major market
transitions to outstanding progress in recent
years. Bill began his career with MSA as a
research engineer, and in 2002 received the
Special Achievement Award from Design
News magazine for his patented design of the
Quick-Fill System, which revolutionized the
sharing of air with another person in an emer-
gency situation. In his new role, Bill will
oversee the Safety Products Division, the
MSA Safety Works Consumer Products group
and the Instrument Division in Cranberry
Township, Pennsylvania. He succeeds
Thomas B. Hotopp, who retired from the
company after 11 years of service.

Elected to the position of President,
International is Roberto Caifiizares. Rob joins
MSA after 27 years with the Trane Company,
a division of American Standard, where he
led extensive growth initiatives in Asia and
China. At MSA, Rob has assumed the respon-
sibility for operations in all countries outside
of North America and Europe, as well as for
the International staff in Pittsburgh. He suc-
ceeds George W. Steggles, who retired after
10 years of service.

Ronald N. Herring was promoted to the
position of General Manager for the Safety
Products Division of MSA. In his new posi-
tion, Ron has responsibility for all research
and development, marketing and manufactur-
ing operations at MSA’s nine North American
Safety Products Division locations. He has
also become a key member of MSA’s North
American Leadership Team. Ron joined the
company in 1983 as a sales representative in
New Jersey. He has had an excellent record of
reaching goals and has excelled in several
marketing leadership assignments, most
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Ronald N. Herring

recently as Director of Marketing for the
Safety Products Division.

In 2002, MSA acquired CGF Gallet, the
leading European manufacturer of protective
helmets for the fire service, as well as head
protection for the law enforcement, aviation
and military markets. Mathieu Tijskens, who
joined MSA European operations with his
appointment as Managing Director for MSA
Gallet, will lead the initiative to strengthen
MSA’s presence in the European fire service
market. Mathieu has over 21 years of interna-
tional industrial experience ranging from
Australia, Asia Pacific Region, Europe, Africa
and North America.

The Board of Directors elected Douglas K.
McClaine to Secretary. With 18 years of
experience in MSA’s Law Department, Doug
has established a track record for strong lead-
ership skills and a broad knowledge of the
law. Doug took charge of a program to for-
malize and solidify MSA’s traditionally strong
ethics policy. In his new position, Doug will
also assume the duties of General Counsel,
succeeding Donald H. Cuozzo, who retired
from the company after 13 years of service.

MSA thanks Tom Hotopp, Don Cuozzo,
and George Steggles for their distinguished
contributions to the company. Tom led MSA’s
U.S. operations during a critically challenging
decade for the company and played a key role
in MSA’s transformation during a period of
substantial market changes. His emphasis on
Total Quality Management has generated pos-
itive results that will continue in years to
come. Don Cuozzo brought experienced pro-
fessionalism to MSA regarding legal and tax
matters and also in enhancing an extensive
environmental program. His wise counsel on
MSA acquisitions and corporate activities is
appreciated. George Steggles led international
operations to a three-fold gain in earnings and
began initiatives on international growth that
are proceeding well today.

Mathieu Tijskens

Douglas K. McClaine

Shareholders’ Inquiries

A copy of the company’s 2002
Annual Report on Form 10-K, as
filed with the Securities and
Exchange Commission, may be
obtained by shareholders after
April 1, 2003. Printed and elec-
tronic versions are available.
Requests should be directed to the
Vice President-Finance, who can
be reached at one of the following:

Phone: 412-967-3046

Fax: 412-967-3367

Internet:  MSAnet.com

U.S. Mail: MSA
Vice President-Finance
P. O. Box 426

Pittsburgh, PA 15230
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